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Fellow Shareholders,

Last year at this time, | reported that we had an aspi-
ration to transform D&B from what was an underper-
forming company with underleveraged assets into a
high-performing growth company with an important
{ presence on the Web.

We called our strategy for

achieving that aspiration
our Blueprint for Growth.

I am happy to report to

you now that our trans-
formation is well under
way, that we have made

Allan Z. Loren

good progress in imple-
menting our Blueprint strategy, and that we are
moving toward becoming a growth company with an
important presence on the Web.

Let me take 2 moment to explain what | mean by
a "growth company with an important presence
on the Web.”

To us, a growth company is one that generates high
single-digit revenue growth, and earnings per share
(EPS) growth in the mid-to-upper teens on a con-
sistent basis year after year. A company with an

important presence-on the Web is one that delivers
the majority of its revenue over the Web.

in 2001, we delivered EPS growth of 16.7% (ex-
cluding the impact of non-recurring items) which
exceeded our expectations. And, while we increased
core revenue growth by 1% this year, we are not
satisfied with these resuits. Our revenue from the
Web increased to 33% by the end of 2001, com-
pared to 17%:in 2000.

Our Blueprint is our road map to realizing our.
aspiration. Our Blueprint strategy is clear, simple, and
focused. Oui_toomes‘ are measurable: all aspects of
our Blueprint plan have metrics and timelines for
completicn. All of our team members understand this
strategy, and their compensation plans are linked to it.
Every part of our Blueprint, and each of us within
D&B, is focused on creating shareholder value.

There are five parts to our Blueprint strategy:

o [Leverage the Brand

° Creafe Financial Flexibility

° Enhance Our Current Business

° Become an impcriant Player in E-Business
° Build a Winning Culture.




" Our Brand is at the center of our Blueprint and
powers all of our growth initiatives. D&B is a powerful
brand; one that gives us credibility on the Web
as well as in the physical world, one that makes it
possible for us to partner with other strong brands,
one that enables us to acquire and retain customers.

Creating Financial Flexibility enables us to invest in
growth and deliver shareholder value atthe same time.
We have developed an investment decision process
in which almost every dollar we spend is viewed as
flexible; we have created a culture where we continu-
ously re-evaluate how we are spending money.

We are enhancing our Current Business both
by improving the breadth and depth of our data,
and by introducing new value-added products that
focus on our customers’ needs, such as our Data
Integration Toolkit.

We are in position to become an important player in
E-Business. We bring a high level of trust and confi-
dence to the Web for our customers, and we continue
to move more of our revenue generation to the Web.

Enrcliing everyone in our organization to imple-
ment our Blueprint strategy requires building a

Wmmng Culture, a culture focused on winning‘in the
marketplace. There are challenges in changing a
culture, especially in the face of the unprecedented
events of 2001. To help create that culture, we have
concentrated on improving our leadership at all lev-
els of the organization because we believe that the
more superb our leadership, the more superb our
execution — and the more shareholder value we
deliver. We are looking outward, putting our cus-
tomers first. And most tmportantly, we are channel-
ing our vision through one fens: improving
shareholder value. Put simply, our interests as lead-
ers are tied directly to your interests as sharehoiders.

We are on a journey to transform D&B with you, our

sharehoiders. We feel proud of our progress so far,
and we expect to continue to make good progress in
2002 toward our aspiration of becoming a growth
company with an important presence on the Web.

Sincerely,

Q00 n

AllanZ. Loren
Chairman, Chief Executive Officer and President




Our D&B Brand is at the center of our Blueprint for
Growth strategy, and powers each of our growth
initiatives. Our Brand enables us to acquire and
retain customers, and to partner with other strong
brands. The D&B Brand is an asset that we will
leverage to help us reach our full potential as a

growth company.

- The D&B Brand represents the largest commer-
cial global database in the world which contains
over 70 million businesses and an unparalleled
amount of comprehensive trade data. it repre-
sents ‘our unique D-U-N-S® Number, a global
standard used by the United States government
and the United Nations, as well as by businesses
around the world. It represents the privileged rela-
tionships we have with our customers: more than
90% of the BusinessWeek Global 1000 are D&B
customers, and we have over 150,000 customers
who have renewing or recurring contractual rela-

tionships with us.

“ ..we introduced

the positioning statement
‘Decide with Confidence,
which reflects the value
of owur Brand.”

In 2001, we introduced the new D&B:Brand. We
changed our trade name from “Dun & Bradstreet,”

and are now using D&B as our trade name. Most
importantly, we introduced the positioning state-
ment “Decide With Confidence,” which reflects the
value of our Brand.

As we move into the future, we will continue
to build our D&B Brand around four important
attributes. These attributes embody the way we
add value for our customers. D&B is:
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Trusted.

D&B has been in the business-to-business arena
for over 160 years. Customers around the world
trust our information to help them make business

decisions.

Expert.

D&B is unique in the marketplace. We not onty
gaiher and oréanize the most comprehensive
commercial data, we use our proven expertise
and D-U-N-S® Number to link dis‘parate informa-
tion, helping customers to understand their total
business risk or opportunity.

Insightful,

Data by itself does not solve business problems.
D&B provides added value to our customers by
offering them information tools and insight to help
them solve the business problems they face.

Connected.

Customers want to obtain the information they
need to make decisions — when they need it and
where they need it. Our goal is to be completely
accessible to our customers, 24 hours a day,
seven days a wéek.

In 2002, we will be even more focused about
communicatihéit'r-\e: value of D&B'’s produéts and
services to our customers, communicating the
attributes of our Brand, and communicating our
ability to help customers Decide with Confidence
through the widé 'rahge of solutions we provide.

D&B is a powerful brand. We aspire to transform
it into one of the world’'s premier business-to-
business brands as we transform D&B into a
growth company with an important presence
on the Web. '
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Our growth aspiration requires us to make invest-
ments for the future while simultaneously increas-
ing shareholder value today.

To achieve this objective, we had to transform our
mindset from a fixed-cost model of expensesto a
flexible model in which we view every dolfar we
spend as making a choice. We call this process of
reexamining our costs and reallocating our invest-
ments Financial Flexibility. By the end of 2001, our
financial flexibility initiatives enabled us to realio-
cate $100 million to invest in future growth, and to
increase current earnings per share. By the end
of 2002, that amount will rise to $200 million.
Financial flexibility is now an ongoing discipline
within D&B that enables us to continue to invest
for growth.

Te generate the funds necessary to invest and
to apply to shareholder earnings, we evaluated
every aspect of our business to see if it was
furthering our Blueprint goals. We sold operations
that did not fit in with our Blueprint and used the
proceeds to repurchase $100 million of our

6

shares in 2001, supply funds for investment, and
provide direct return to our shareholders. In early
2002, we repurchased an additional $85 million of
our shares.

“Our growth aspiration
requires us 1o make
smvestments for the future
while simultaneously
increasing sharebolder

value todmy.”

In areas that supported our Biueprint, we worked
to improve efficiency and profitability. For example,
we consolidated our European leadership and
operations from 19 separate country operations
into one single business that we refer to as One
Europe. After three consecutive years of losses,
our European business produced a profit of
$25 million in 2001.




it S st

Our Asia Pacific and Latin American business is
markedly different from our North American or
European businesses, and required a different
approach. In Asia Pacific and Latin America, we
have reduced our direct investments, and have
formed partnerships or joint ventures with local
companies that enable us to maintain data cover-

age for our global customers.

In addition to improving the efficiencies and
profitability in our regions, we also are moving
more and more of our business to the Web — a
kéy element of our Blueprint aspiration. in 1999,

about 7% of our revenue came through the Web.

In 2000, the percent moved up to 17%, and by the
end of 2001, the rate rose to 33%. Our goal is to
reach 50~55% by the end of 2002. By moving
more of our business to the Web, we can serve
our customers more efficiently, maintain better
contact with them, cross-sell our products, and
do so with less expense; which frees up more
funds for further investment, and for supporting

shareholder value.

Financial fieXibility— goes beYcind operating
cosis to deliver shareholider value. For example,
we have been able to lower our underlying tax rate
from 42% to 39.8% in 2001 through better tax
planning, reduce our cost of borrowing from 7.5%
to 7.1% through negotiation and debt swapping,

and repurchase shares.

Creating ﬂnahéiai ﬂexibility is the cornerstone of
our D&B investment strategy, a strategy that
allows us to inves‘t:in growth opportunities for the
future while simuitaneously delivering shareholder

valuetoday. ~ '
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To become a growth company, we must grow our
current business. We believe we will grow most
successfully by putting our customers first and
believe that our success depends on their success.

We understand that in today’s business environ-
ment our customers are looking for more than
data. They are looking for tools that put data to
work fer their companies; tools that help them
make better, faster business decisions; tools, in
short, that help them to succeed.

Our four customer solution sets respond to these
customer needs, and will drive our revenue
growth. Our customer solution sets are: Risk
Management Solutions, Sales & Marketing
Solutions, Supply Management Solutions, and
E-Business Solutions. (E-Business Solutions is
discussed in detail in the next section.)

Risk Management Solutions, our largest business
segment, accounted for 71% of our revenue in
2001. These solutions, which help our customers

manage their credit exposure, grew for the first
time in recent years. This growth was driven by a

number of investment initiatives, three of which
include increased database coverage, improved
matching capabilities and the launch of our Data
Integration Toolkit.

By the end of 2001 we increased the size of our
D&B database to include over 70 million business-
es covering mare than 200 countries. Since
launching our Biueprint we have increased the
size of our database by 13%.

tn 2001, we improved our match rate by 5%, which
means that customers can match our data suc-
cessfully to more of their inquiries. Improved
match rates increase the number of transactions
we participate in, and therefore grow our revenue.

We also launched new Risk Management
Solutions products in 2001, including our Data
Integration Joolkit. The Data Integration Toolkit is
software that integrates into customers’ work
flows at their own sites and allows them worldwide
access to our data.




We see further growth opportunities‘ in the future for
our Risk Management Solutions product line. This
will be critical to achieving our growth aspiration.

Our Sales & Marketing Solutions, which account-
ed for about 27% of our revenue in 2001, helps
our customers to find profitable customers for
their businesses. We draw on our database to
provide our customers with the information they
need for their direct marketing and customer

management needs.

“We believe we are
i1 @ POSILion Lo grow our
curvent business through
each of our customer
solution sets in 2002.”

We also acquired two companies in 2001, which
have helped us to better serve our existing
customers, and to expand our range of potential
customers. Qur acquisition of iMarket enables us
to compete more effectively at the lower end of the
market, and is helping us to migrate more of our

business to the Web. The acquisition of Harris
InfoSource increases the depth of the data that we
provide, and enhances our customer relationships
in the manufacturing and service industry sector.

Our Supply Management Solutions, which
accounted for 2% of our revenue in 2001, is
designed to help our customers save money. In
today’s economy, businesses are focused on cost
control and our Supply Management Solutions
enables our customers to more effectively manage
their suppliers. We have refocused our Supply
Management Solutions set for 2002 so that we
can better heiﬁ our customers to understand their
total supply situation, manage their suppliers on
an ongoeing basis, and save money across their
entire supplier and purchasing functions.

In 2001, we focused on providing solutions that
meet the changing needs of our customers and
which, at the same time, enable D&B to partici-
pate in more and more of our customers’ transac-
tions. We believe we are in a position 1o grow our
current business through each of our customer
solution sets in 2002.
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Our Blueprint for Growth identifies E-Business as
a significant growth opportunity for D&B. This
growth opportunity exists in the business-to-
business arena where online commerce is a
real, evolving source of business and transac-
tions. Today, companies are moving significant
pieces of their business to the Web because they
realize that being connected with their business
partners is a better way to do business. To position
D&B to take full advantage of these E-Business
opportunities, we are focusing our efforts
DNB.com,
Small Business Solutions, and

in' three areas:

E-Commerce Sclutions.
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been to...selectively

be able to sell customers the products they have
usually purchased, we will also be positioned to
provide them with additional offerings that they
haven't yet purchased from D&B.

Another area of focus, Small Business Solutions,
represents growth potential for D&B. There are
about 11 million small businesses in the United
States and currently. we are doing business with
less than 1% of this market. By providing a Web
offering tailored to the needs of small businesses,

we will extend our reach to a

“Our s trate Zy %Pcﬂs new customer segment.

We have designed our small

° €e
In 2001, we re-launched our  ZZWEST j%&'ﬁ ﬂl%@ﬁd@f business products to help the

DNB.com website. The new site
makes it easier for our cus-
tomers to understand the services we offer, to find
what they are looking for, and to purchase what
they need. As we continue to drive more and more
of our customers to our site, we have the opportu-

nity to deepen our relationships. We will not only

10

the curve’. ..

» small business owner make
decisions. They are easy to use
because they are Web-based, have specially
designed pricing, and can be purchased with
a credit card. To attract customers to this offering,
we have partnered with companies that have

strong brands and existing small business




customer bases. We are also developing direct
refationships with small business owners through
mail, Web promotions and e-mail campaigns.
We will continue to invest and partner appro-
priately to increase our penetration in this fargely
untapped market.

Our third area of focus, E-Commerce Solutions,
addresses the needs of farge online buyers and
sellers. As the number of transactions and players
on the Web grows, businesses, whether they wish
to buy or sell, want to know with whom they are
dealing. They seek confidence, truét, and a sense
of security. They want to be able to make sound
business decisions about whether to buy from a
new supplier or extend credit to a potential new
customer. D&B can help companies make these
decisions with confidence by providing identity

and decisioning sclutions on the Web.

Qur identity services allow our customers to know
exactly with whom they are trading. We draw on

our industry-leading database and on our own

research to offer our customers crucial information
about a potential customer. With identity services,
our customers can verify whether a company
exists and if an individual at that company has the
authority to conduct business on its behalf.

Our credit decisioning services help our cus-
tomers to decide whether it is prudent to extend
credit to their online business customers. Using
our own D&B data resources, or combining our
data with other resources, we enabie companies

to determine to whom they are selling.

E-Business is still an evolving sector of the overall
economy. Our strategy has been to track this
evolution carefully, selectively invest “just ahead of
the curve,” and partner with leading service
providers and technology companies. We will
continue that strategy as we grow our E-Business

in the coming years.




When we set out on our journey to transform D&B
into a growth company with an important pres-
ence on the Web, we knew that in order to
succeed, we would have to change our culture.
We realized that we would have to build a winning
culture — a culture focused on winning in the
marketplace; one in which we generate sustain-
able long-term growth for our shareholders, our
customers, and our team members.

We are building that culture right now.

At D&B, we are turning our focus outward rather
than inward. We are placing the interests of our
customers first; and, most importantly, we are
learning to look at everything through the eyes of
our shareholders. Put simply, if something does not
contribute to increasing shareholder value, we stop
doing it, we reengineer it, or we partner with some-
one eise who can turn it into shareholder value.

12

To ensure that we are all working toward our -
common company aspiration, the individual goals
of our team members are tied to our overall D&B
goais. We have aligned our compensation plans
to our D&B company objectives so that our team
members’ interests are directly linked to our
shareholders’ interests.

We continue to emphasize that superb leadership
results in éiuperb implementation, which, in turn,
creates customer satisfaction and shareholder
value. In our vision of a winning culture, shared
goals, superb leadership, and constant focus on
our aspiration produce success. That is why we
have a comprehensive leadership model in place;
and that is why we draw on our leadership model
every day to live our D&B values more fully, to
drive our business and personal behavior, to pur-
sue quality unrelentingly — in other words, to

become better leaders.




* The importance of becoming better leaders and
of building a winning culture at D&B is already
becoming apparent.

“In our vision of @
winning culture,
shared goals, superb
leadership, and constant
Jocus on our aspiration
produce success.”

in spite of the economic challenges of 2001, for
example, our D&B team deli{/ered substantial
‘achievements in a difficult year. We delivered
EPS results that exceeded expectations, and we
shifted our business mindset from one of fixed
costs to one of variable costs based on business
choices. As a resuit of that shift in mindset, we
freed up substantial funds for investment in growth
areas, and for supporting EPS.

We were able to succeed in the face of the
unprecedented events of 2001 because we
improved our leadership, maintained our focus on
shareholder value, and executed against our
Blueprint; and those efforts will continue in 2002.

We are on a journey to transform D&B into a
growth company, and we are well under way. To
keep moving us along on our journey, we are con-
tinuing to build a winning culture, a culture with a
passion for winning, a culture that will deliver —
and keep oh'delivering — ongoing growth and
shareholder ValUé, :
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The Dun & Bradstreet Corporation’s (“D&B” or the “Company™)
discussion and analysis of its financial condition and results of
operations are based upon the Company’s consolidated financial
statements and should be read in conjunction with these financial
statements, which have been prepared in accordance with
accounting principles generally accepted in the United States of
America. The Company's critical accounting policies are revenue
recognition and the use of estimates of accrued liabilities and val-
uation allowances. Estimates are based upon historical experi-
ence and various other assumptions believed to be reasonable in
the circumstances though actual results may differ under different
assumptions or conditions. These policies are explained more
fully in Note 1 to the consolidated financial statements.

D&B, which provides the information, tools and expertise to help
customers Decide with Confidence, is managed on a geographi-
cal basis with three operating segments: North America,

Europe/Africa/Middle East (“Europe”) and Asia Pacific/Latin
America ("APLA"). The Company is focused on its core product
lines: Risk Management Solutions (formerly known as credit),
Sales & Marketing Solutions {formerly known as marketing), and
Supply Management Solutions (formerly known as purchasing).
in this discussion of the Company’s results, revenues from
Receivable Management Services (“RMS") and all other divested
businesses have been reclassified as "RMS and Other Divested
Businesses” and certain prior-year amounts have been adjusted
to conform to the 2001 presentaticn. Other divested businesses
include results of the Australia/fNew Zealand operation and
operations in other countries in APLA that underwent business
medel changes. D&B evaluates performance and allocates
resources based on segment revenues and operating income.
For management reporting purposes, restructuring charges,
transition costs and other transactions incurred in connection with
the Blueprint for Growth strategy are not allocated to any of the
business segments.

The following table sets forth condensed financial information derived from the Company’s consolidated financial statements for the

years indicated:

Operating Revenues:
North America
Europe
APLA
Total Core Revenues
RMS and Other Divested Businesses
Consolidated Operating Revenues
Operating Income (Loss):
North America
Europe
APLA
Total Divisions
Cerporate and Other’
Consolidated Operating income
Non-Operating Income (Expense) — Net?

Provision for Income Taxes
Equity in Net Lasses of Affiliates

Incame from Continuing Operations

Basic Earnings Per Share of Common Stock —
Continuing Operations

Diluted Earnings Per Share of Common Stock —
Continuing Operations

14

2001 ; 2000 1999

Amounts in millions, except per share data

$ 8729 v $ 8684 $ 838.2
3247 336.1 371.0
32.0 S 32.4 38.2
12296 LT 12369 : 1,247.4
79.2 ; 180.7 160.3
$1,308.8 $1,417.6 $1,407.7
$ 2983 § 2876 $ 2554
25.2 (.9) (8.9

2 (4.6) (7.3)
323.3 282.1 239.2
(95.5) (109.3) (78.3)
2278 172.8 160.9
30.0 (21.1) (15.5)
101.1 78.1 64.1
(3.5 —= _

$ 1532 3 736 5 813
$ 193 $ 9 $  1.00
s 188 $§ 90 s .99




! “Corporate and Cther” is comprised of:

Corporate Costs

Transition Costs (Biueprint for Growth})
Restructuring Charges — Net

Reorganization Costs

Assel Write-offs for World Trade Center Attack
Other Various Asset Impairments

Murray Hill Facility Impairment

Total Corporate and Other

2 “Non-Operating income (Expenses) — Net” includes:

Gain on the Sale of the RMS Business

Gain on the Sale of Australia/New Zealand Operations
Gain on the Sale of Portion of South Africa investment
Write-down cf Impaired Investments

Litigation Gain

Total

To facilitate an analysis of D&B's results, certain significant events
should be considered, including:

impact of “Blueprint for Crowth” Strategy

{See Note 3 to the consolidated financial statements)

In Octeber 2000, D&B launched a new business strategy, the
Blueprint for Growth, designed to transform D&B into a growth
company with an important presence on the Web, while also deliv-
ering shareholder value during the transformation. The imple-
mentation of the Blueprint for Growth requires significant
investments. In order to fund these investments, D&B has created
a flexible business model whereby the Company has, and will
continue o, identify opportunities to reallocate spending in crder
to invest for growth and deliver shareholder value. D&B also
reviewed its non-core businesses and assets with a view to con-
verting them into cash.

Financial Flexibility

During the fourth quarter of 2000, D&B began the first phase of its
financial flexibility program, which reduced expenses to generate
approximately $130 million in annualized funds that can be

_mm 00 _tem
Amounts in millions
$(31.6) $ (35.9) $(37.1)
(28.4) (2.4) —
(28.8) (41.5) {41.2)
7.0 R (29.5) - —
(1.0) _ —_
(6.2) —_ —_
(8.5) — —_
$(955) $(108.3) $(78.3)
2001 2000 1999
Amounts In millions
$ 384 [ $  —
17.7 — —
2.2 —_ —
€.1) — —
- 10.1 11.9

$ 502 S 10.1 T $ 119

reallocated for investment. in connection with this program, 0D&8

‘recorded a pre-tax restructuring charge of $41.5 million

($30.3 million after-tax, $.37 per share basic and diluted) to global-
ize administrative functions, streamline data collection and fulfill-
ment, rationalize sales and marketing functions and consolidate
and simplify technology functions. The pre-tax charge included
$28.2 million related to severance, leasehold termination obliga-
tions of $8.8 million and the write-off of certain assets of
$4.5 million.

During the second quarter of 2001, D&B announced a second
phase of its financial flexibility program that will reduce expenses
to generate approximatety $70 million in funds that can be reatlo-
cated for investment in 2002. Actions taken include reengineering
administrative functions and instituting common business prac-
tices worldwide. The Company recorded a pre-tax restructuring
charge of $32.8 million ($27.1 million after-tax, $.34 per share
basic and $.33 per share diluted) in connection with these actions.
The charge included $20.7 million reiated to severance costs,
lease termination obligations arising from office closures of
$3.2 million and the write-off of certain assets of $8.9 miltion.

15
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Future cash funding of these obligaticns is anticipated to be
sourced from the Company’s internal cash resources.

The third phase of this program, which is expected to result in a
reduction of expenses to generate approximately $65 million in
funds that can be reallocated in 2003, will be announced in the
second quarter of 2002.

Also, during the second quarter of 2001, the Company reversed
$4.0 million {$3.0 million after-tax, $.04 per share basic and
diluted) of the 20600 restructuring charge. The Company deter-
mined that because of higher than anticipated voluntary attrition,
severance for approximately 50 associates affected under phase
one of the program would not be utilized. The Company also low-
ered its estimate of its remaining lease termination liabilities.

As of December 31, 2001, D&B has terminated approximately
1,150 of the employees affected under the financial fiexibility pro-
gram. Since the financial flexibility initiatives began in October
2000, the total associates expected to be terminated under the
program will be approximately 1,700. The Company has
completed all the actions contemplated under the first phase of its
financlal flexibility program as of the end of 2001 and plans to
complete the remainder of the actions under the second phase
by June 30, 2002.

During 2001, the Company also recognized the following asset
write-downs and impairments resulting from the implementation
of the Blueprint:

o A $6.1 million pre-tax ($3.7 million after-tax, $.05 per share
basic and $.04 per share diluted) write-down of cost invest.
ments in the third quarter;

o A $6.5 million pre-tax ($6.5 million after-tax, $.08 per share
basic and diluted) impairment write-down in the fourth quarter
of the Murray Hill facility, which currently serves as the
Company’s headquarters and which the Company is in the
pracess of selling; and

o A $6.2 million pre-tax (35.6 million after-tax, $.07 per share
basic and diluted) loss in the fourth quarter resulting from the
impairment of capitalized software and the write-off of certain
assets made obsolete or redundant.

Rionetization of Assets
During 2001 D&B sold the following businesses and recognized
the following non-operating gains:

16

o The RMS product line was sold in the second quarter, resuiting
in a pre-tax gain of $36.4 million ($27.8 million after-tax, $.35
per share basic and $.34 per share diluted);

o A majority stake in the Australia/New Zealand operations was
sold in the third quarter, resulting in a pre-tax gain of $17.7 mit-
lion ($16.2 million after-tax, $.20 per share basic and diluted);
and

o A major portion of the minority investment in the South Africa
operations was sold in the fourth quarter, resulting in a pre-tax
gain of 2.2 million ($1.3 million after-tax, $.02 per share basic
and diluted).

2000 Distribution

(Ses Note 4 to the consolidated financial statements)

On September 30, 2000, the company then known as The Dun &
Bradstreet Corporation (“Old D&B") separated into two independ-
ent, publicly traded companies — The New Dun & Bradstrest
Corporation (“"D&B” or the “Company”) and Moody’s Corparation
(*Moody's"). The separation was accomplished through a tax- free
distribution to shareholders of Old D&B (the "2000 Distribution”} of
all of the shares of common stock of D&B. For every two shares of
common stock of Old D&B held, shareholders received one share
of D&B common stock. Following the 2000 Distribution, Old D&B
was renamed “Moody’s Corporation” and D&B was renamed “The
Dun & Bradstreet Corporation.” Prior to the 2000 Distribution, Old
D&B had completed an internal reorganization to the effect that,
at the time of the 2000 Distribution, the business of D&B con-
sisted solely of supplying risk management, sales and marketing
and supply management solutions as well as receivables man-
agement servicas (the “D&B Business”), and the business of Old
D&B (other than D&B and its subsidiaries) consisted solely of the
business of providing ratings and related research and risk man-
agement services (the "Moody’s Business”). Due to the relative
significance of the D&B Business as compared to the Moody's
Business, the 2000 Distribution has been accounted for as a
reverse spin-off. As such, the D&B Business has been classified
as continuing operations and the Moody's Business as discontin-
ued operations. For purposes of effecting the 2000 Distribution
and of governing certain continuing relationships between the
Company and Moody's after the transaction, the two companies
have entered into various agreements as described in Note 4 to
the Company’s consolidated financial statements.

Pursuant to Accounting Principles Board Opinion (“APB”) Na. 30,
“Reporting the Results of Operations — Reporting the Effects of
Disposal of a Segment of a Business, and Extraordinary,
Unusual and Infrequently Occurring Events and Transactions,”




the consolidated financial statements of the Company have been
classified to reflect the 2000 Distribution. Accordingly, revenues,
costs and expenses. and cash flows of Moody's have been
excluded from the respective captions in the Consclidated
Statements of Operations and Consolidated Statements of
Cash Flows. The net operating resuits of Moaody's have been
_reported, net of applicable income taxes, as “Income from
Discontinued Operations,” and the net cash flows of Moody’s
have been reported as “Net Cash (Used in) Provided by
Discontinued Operations.”

In 2000, the Company recognized pre-tax reorganization costs of
$29.5 million in operating income ($25.6 million after-tax, $.32 per
share basic and $.31 per share diluted). In 2001, the Company
included in operating income a $7.0 miliion pre-tax reversal of
excess rearganization costs incurred in connection with the 2000
Distribution ($5.6 million after-tax, $.07 per share basic and
diluted). As a result of the reversal of the $7.0 million accrual, the
Company reduced their receivable from Moody's by $3.5 million
and made a corresponding adjustment to the stock dividend
made in 2000 to Moody's.

1889 Restructuring Charge

During the fourth quarter of 1999, Old D&B's board of directors
approved plans to restructure D&B's operations. The restructuring
included: (1) office consolidations and organization changes in
both Eurcpe and other international locations and improvements
in sales and data collection operations in Europe, (2) resligning
and streamiining D&B's global technology organization and out-
sourcing certain software and product development to resources
outside the United States and Europe; and (3) migrating data col-
lection in the U.S. to telephonic data collection and closing 15 U.S.
field data collection offices.

As a result of these actions, a pre-tax restructuring charge of
$41.2 million ($27.9 million after-tax, $.34 per share basic and
ciluted) was included in operating income in 1999, which included
employee severance costs of $32.7 million. The balance of the
charge related to the write-off of certain assets and leasehold ter-
mination obligations. During 2001, the Company substantially
completed these restructuring actions, At Decembper 31, 2001, the
remaining restructuring reserves were not significant.

Other

In 2001, the Company recorded in operating income a $1.0 million
pre-tax write-off of assets lost in the Woarld Trade Center attack
(3.6 million after-tax, $.01 per share basic and diluted). In 2000,
the Company recognized a $10.1 million pre-tax gain ($6.2 million
after-tax, $.08 per share basic and diluted) and in 1999, the

Company recognized an $11.9 million pre-tax gain ($6.6 million
after-tax, $.08 per share basic and diluted) with respect to settle-
ment of litigation matters, recorded in non-operating income.

Results of Operations

Year Ended December 31, 2001

Comparad with Year Ended December 34, 2000
For the year ended December 31, 2001, D&B reported netincome
of $153.2 miliion, or $1.93 per share basic and $1.88 per share
diluted. This compares with 2000 income from continuing opera-
tions of $73.6 million and earnings per share from continuing
operations of $.91 basic and $.90 diluted. With the exclusion of
the transactions discussed in detail in the Overview section,
inciuded in the table on page 15, income from continuing opera-
tions would have increased 16% and earnings per share from
continuing operations would have increased 18% for basic earn-
ings and 17% for diluted earnings. Net income for the year ended
December 31, 2001 was $153.2 million. 2000 net income of
$206.6 million included income from discontinued operations
of $133.0 million. 2001 earnings per share were $1.93 per share
basic and $1.88 per share diluted. For the year ended
December 31, 2000, earnings per share of $2.55 basic and $2.52
diluted included earnings per share from discontinued operations
of $1.64 basic and $1.62 diluted.

Reported operating revenues, as reflected in the table on
page 14, declined 8% to $1,308.8 million in 2001, compared with
$1,417.6 miliion in 2000. Core revenues, which excludes rev-
enues from RMS and other divested businesses, declined 1%, as
revenue growth in North America of 1% was offset by decliines in
Europe of 3% and APLA of 1%. Before the effect of foreign
exchange, core revenues increased 1% in 2001 as compared to
2000, with European revenues growing 2% and APLA's revenues
growing 5% from the prior year. D&B's results, before the effect of
foreign exchange, refiect flat revenues from traditional Risk
Management Soluticns, cffset by 11% growth in revenues from
value-added Risk Management Salutions such as decision-
support tools and services, a 1% increase in Sales & Marketing
Solutions and a 3% decline in Supply Management Solutions.

Operating expenses decreased 15% to $441.2 million in 2001
compared with $515.9 million in 2000, resulting from net cost sav-
ings achieved through the financial flexibility program discussed
above. Included in 2001 operating expenses were a $6.2 million
pre-tax loss resulting from the impairment of capitalized software

" and the write-off of certain assets made obsolete or redundant,

and a $1.0 million write-off of assets lost in the World Trade
Center attack, as well as the $6.5 million write~down of the Murray
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Hill facility. Excluding these items, operating expense would have
decreased by 17%. Selling and administrative expenses declined
4% to $523.5 millicn in 2001 compared with $546.7 million in
2000. Administrative cost savings achieved through the financial
flexibility program discussed in the Overview section were partially
offset by fransition costs incurred in implementing the Blueprint for
Growth strategy and planned spending in the B2B e-business.
Depreciation and amortization decreased 15% to $94.5 million in
2001 as compared to 2000 as a result of lower capitalized spend-
ing during the past few years and the write-off of certain assets in
connection with the Blueprint for Growth implementation. 2001
operating costs also included a $28.8 million charge for restructur-
ing actions and a $7.0 million reversal of excess reorganization
costs in connection with the 2000 Distribution. 2000 operating
costs included a $41.5 million restructuring charge and the origi-
nal $29.5 million of reorganization costs incurred with the 2000
Distribution.

Operating income increased 32% in 2001 to $227.8 miltion from
$172.8 million in 2000. Excluding the transactions in both years
discussed in detail in the Overview section, included in the table
onpage 15, operating income would have grown 8%in 2001, as a
result of the financial flexibility program initiatives which reduced
costs in every segment and in corporate expenses.

Non-operating income — net was $30.0 million in 2001 compared
wilh non-operating expense — net of $21.1 miliion in 2000.
Included in non-operating income (expense) — net is interest
income and expense, minority interest expense and other income
(expense) — net. Interest income of $5.5 million in 2001 was
higher than 2000 interest income of $3.9 million due to higher
cash levels. Interest expense increased by $7.8 million and minor-
ity interest expense decreased by $17.0 million from the prior year.
This was due to the repayment of commercial paper and the
Company's purchase of the $300 million minority interest obliga-
tion using proceeds from the issuance of $300 million principal
amount of notes. This is discussed more fully in the Liquidity and
Financial Position section beiow and in Note 7 to the consolidated
financial statements. Other income — net was $46.3 million in
2001 compared with- $6.0 million in 2000. Other income — net in
2001 included gains on the sales of businesses of $56.3 million
offset by a write<down of impaired investments of $6.1 million, as
discussed in the Overview section. 2000 other income — net
included a gain of $10.1 million on the settiement of litigation.
Excluding the items discussed in the Overview section, expenses
included in other income — net remained retatively constant. See
Note 17 to the consolidated financial statements.
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Dé&B’s effective tax rate was 39.2% in 2001 compared with 51.4%
in 2000. In 2000, the non-deductibility of certain reorganization
expenses and interest incurred had a significant impact on the
effective tax rate. In addition, the underlying tax rate of 39.8% in
2001 has continued to decline as a result of state tax planning
initiatives as well as global tax planning.

D&B recognized $3.5 million as equity in net losses of affiliates for
the year ended December 31, 2001. These losses primarily resuit
from the Company's investment in a joint venture with American
International Group, Inc. called Avantrust LLC.

Income from discantinued operations, net of income taxes, was
$133.0 million for the year ended December 31, 2000, which
included nine months of income from discontinued operations
related to Moody's.

Scgment Results

North America

North America's core revenues were $872.9 million in 2001, up
1% from 2000 core revenues. In comparing 2001 and 2000 rev-
enues, North America's revenues from Risk Management
Solutions of $588.1 million were up 1%, revenues from Sales &
Marketing Solutions decreased 1% to $258.4 million, and rev-
enues from Supply Management Solutions decreased 7% to
$26.4 million. The improved revenues in Risk Management
Solutions reflected an increase in sales of value-added products,
such as D&B Risk Assessment Manager, partially offset by a
decline in the traditional products, such as the Business
Information Report. The decrease in revenues from Sales &
Marketing Solutiohs and Supply Management Solutions was a
result of the effects of the U.S. economic slowdown on customer
spending. The effect of the slowdown was seen primarily in the
Company’s U.S. Sales & Marketing Solutions business, which
was down 1% due to a reduction in customers' direct marketing
efforts. Project-related marketing and purchasing solutions, which
some customers may view as more discretionary in the current
economy, were also affected. Total North American reported rev-
enues, including RMS and Other Divested Businesses, was
$912.3 million, @ decrease of 6% frem the prior year.

North America’s operating income was $288.3 miltion in 2001, up
4% from $287.6 million in the pricr year, reflecting the benefits of
the Company’s financial flexibility initiatives offset in part by
planned investments in the B2B e-business, as well as other key
Blueprint initiatives.

Europe
Europe’'s core revenues were $324.7 million in 2001, down 3%
when compared with 2000 core revenues of $336.1 million.




However, before the effect of foreign exchange, Eurcpe’s core
revenues would have increased 2%. Before the effect of foreign
exchange, Europe would have reported in 2001 an increase in
revenues from Risk Management Solutions of 1%, anincreasein
revenues from Sales & Marketing Solutions of 5%, and an
increase in revenues from Supply Management Solutions of
70% on a relatively small base. When comparing 2001 to 2000
on a reported basis, Europe's revenues from Risk Management
Solutions decreased 5% to $254.5 million, revenues from Sales
& Marketing Solutions decreased 1% to $66.9 millicn and rev-
enues from Supply Management Solutions increased 64% to
$3.3 million. Total reported revenues, including RMS and Other
Divested Businesses, was $342.1 million, a decrease of 11%
from the prior year.

The improvement in European revenues from Risk Management
Solutions reflected flat revenues from traditional products and 5%
growth in revenues from value-added products, before the effect
of foreign exchange.

Europe reported cperating income of $25.2 million in 2001 as
compared with an operating loss of $.9 miilion in 2000. The
Campany's financial flexibility initiatives, including a reorganiza-
tion in the management of Eurcpe from 19 separate country oper-
ations to a “One Europe” business model, contributed significantly
to the improvement in European profitahitity

ARLA

APLA reported core revenues of $32.0 miflion in 2001, compared
with core revenues of $32.4 million in 2000, Before the effect of
foreign exchange, core revenues would have been up 5%. Before
the effect of foreign exchange, APLAs revenues from Risk
Management Solutions increased 6% and revenues from Sales &
Marketing Solutions increased 2%. Risk Management Solutions
increased due to a 3% increase in traditional products and a 31%
increase in value-added products, before the effect of foreign
exchange. In comparing 2001 reported results with those of 2000,
APLAs revenues from Risk Management Solutions were flat at
$24.7 million and revenues from Sales & Marketing Solutions
decreased 4% to $7.3 million. Tota! reported revenues, including
RMS and Other Divested Businesses, was $54.4 million, a
decrease of 19% from the prior year. The reported revenues were
impacted by the sale of the Australia/New Zealand operation and
the other business model changes.

APLA reported an operating loss of $.2 million in 2001, compared
with an operating loss of $4.6 million in 2000. The improvement in
APLA's profitability reflects the benefit of the Company’s financial
fiexibility initiatives during the year to align investment in the region
with revenue growth and profit potential.

Year Ended December 31, 2000

Compared with Year Ended December 39, 1299
For the year ended December 31, 2000, D&B reported income
from continuing operations of $73.6 million, or $.91 per share
basic and $.80 per share diluted. This compares with 1999 income
from continuing operations of $81.3 miltion and earnings per
share from continuing operations of $1.00 basic and $.99 diluted.
Excluding the impact in both years of the items discussed in the
Overview section, included in the table on page 15, income from
continuing operations would have increased 20% and earnings
per share from continuing operations would have increased 21%
for basic earnings and 20% for diluted earnings. 2000 net income
of $206.6 million included income from discontinued cperations of
$133.0 million, while 1999 net income of $256.0 million included
income from discontinued operations of $174.7 million. For the
year ended December 31, 2000, earnings per share of $2.55
basic and $2.52 diluted included earnings per share from discan-
tinued operations of $1.64 basic and §1.62 diluted. For the year
ended December 31, 1999, earnings per share of $3.16 basic and
$3.12 diluted included earnings per share from discontinued oper-
ations.of $2.16 basic and $2.13 diluted.

Total operating revenues, as reflected in the table on page 14,
grew 1% to $1,417 .6 million in 2000, compared with $1,407.7 mil-

lion in 1899. Core revenues, which exciudes revenues from
divested businesses, declined by 1% in 2000 to $1,236.9 miliion
compared with $1,247.4 million in 1999, Core revenue growth in
North America of 4% was offset by a decline in Europe of 9% and
a decline in APLA of 15%. Before the effect of foreign exchange,
core revenues increased 3% in 2000 compared to 1899, with
European revenues growing 2% and APLAS revenues declining
1% from the prior year. D&B's results, before the effect of foreign
exchange, reflect flat revenues from traditional Risk Management
Solutions, offset by growth in revenues from value-added Risk
Management Solutions such as decision-support tools and serv-
ices, 12% growth in Sales & Marketing Solutions and 8% growth
in Stpply Management Solutions.

Operating expenses decreased 4% to $515.9 million in 2000 com-
pared with $538.3 million in 1999, as a result of cost reductions
attributable to the restructuring actions initiated in the fourth quar-
ters of 1999 and 2000 and the positive sffect of foreign exchange
on expenses. Selling and administrative expenses increased by
1% to $546.7 million in 2000 compared with $538.4 million in 1999
as a result of costs incurred in order to offer new products and
services, which offset cost reductions and the positive effect of
foreign exchange. Depreciation and amortization decreased 13%
to $111,2 miition in 2000 as compared to 1988 as a resuit of lower
capitalization over the past two years, the write-off of certain
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assets as a result of the restructuring actions and the positive
effect of foreign exchange on expenses. Operating costs in 2000
also included a $41.5 million charge for restructuring actions,
while 1999 operating costs included a $41.2 million restructuring
charge. In 2000, cperating costs included $29.5 million in reorgan-
ization costs incurred in connection with the 2000 Distribution.

Operating income increased 7% in 2000 to $172.8 million from
$160.9 million in 1899, Excluding the restructuring charges in
2000 and 1993 and the reorganization costs incurred in 2000,
operating income would have grown 21% in 2000 as a result of
revenue growth and lower operating costs.

Non-operating expense — net was $21.1 million in 2000.compared
with $15.5 million in 1999. Included in non-operating expense —
net is interest income and expense, minority interest expense
{which remained level at $22.4 million in both 2000 and 1999) and
cther income — net. Interest income of $3.9 million in 2000 was
higher than 1999 due to higher cash levels, while interest expense
of $8.6-millien in- 2000 was also higher than in 1999 as a result of
the higher debt levels in 2000. Other income — net was $6.0 million

in 2000 compared with $9.0 million in 1989. Other income — netfor

2000 included a gain of $10.1 million on the settlement of litigation,
while 1999 other income — net included a gain of $11.9 million on
the settlement of litigation. These gains were offset by other mis-
cellaneous non-operating income and expense items, which were
generally unchanged in 2000 and 1999.

D&B's effective tax rate was 51.4% in 2000 compared with 44.1%
in 1899. The underlying tax rate was 42.0% in 2000 and 41.3% in
1999. The difference between the effective and underying rates
resulted from several factors in both 2000 and 1999, including
taxes imposed on the proceeds from the settlement of litigation
and the non-deductibility of certain restructuring expenses. In
2000, the non-deductibility of certain reorganization expenses
and interest incurred also affected the effective tax rate.

Income from discontinued operations, net of income taxes,
was $133.0 millicn for the year ended December 31, 2000
and $1747 million for the year ended December 31,
1999. 2000 results include nine months of income from discontin-
ued operations, while 1399 included the income from discontin-
ued operations for a full year.

Segment Resulls

North America

North America fctal revenues were $968.3 million in 2000, up 5%
from 1999 revenues. Cere revenue increased 4% to $868.4 mil-
lion in 2000 from $838.2 million in 1999. In comparing 2000
and 1999 revenues, North America’s revenues from Risk
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Management Solutions were flat at $580.1 millian, revenues from
Sales & Marketing Solutions increased 13% to $259.8 million, and
revenues from Supply Management Solutions increased 5% to
$28.5 million. North America’s results reflect a decline in the use
of traditional Risk Management Solutions products as D&B has
migrated its customers from traditional Risk Management
Solutions preducts to lower price, higher margin value-added
products. However, revenues from value-added Risk
Management Solutions products have offset the decline in tradi-
tional Risk Management Solutions products. The growth in rev-
enues from Sales & Marketing Solutions and Supply
Management Solutions was largely driven by revenues from
value-added products.

North America's operating income was $287.6 million in 2000, up
13% from $255.4 million in the prior year. The improvement was
driven by the increase in revenues and the impact of data collec-
tion cost reductions achieved as part of the 1989 fourth quarter
restructuring actions.

Europe

Europe’s total revenues were 5382.1 million in 2000, down 9%
when compared with 1899 revenues of $420.6 million. Core rev-
enues were down 9% to $336.1 mitlion in 2000 from $371.0 million
in 1999. However, before the effect of foreign exchange, Europe’s
core revenues would have been up 2%. Before the effect of for-
eign exchange, Eurcpe would have reported in 2000 an increase
in revenues from Risk Management Solutions of 1% and an
increase in revenues from Sales & Marketing Sofutions of 5% in
comparison with 1999. As reported, Europe’s revenues from Risk
Management Solutions decreased 10% to $266.4 million, rev-
enues from Sales & Marketing Solutions decreased €% to
$67.8 million, and revenues from Supply Management Solutions
increased 52% to $2.1 million, when comparing 2000 with 1999.

Europe reported an operating loss of $.9 million in 2000, com-
pared to an operating loss of $8.9 million in 1999. Europe
achieved substantial improvements in profitability as a result of
significant cost reductions realized from the restructuring actions
announced in the fourth quarter of 1999,

APLA

APLA total revenues were $67.2 million in 2000, compared 1o rev-
enues of $67.1 million in 1999. Core revenue decreased 15% to
$32.4 million from $38.2 million in 1899, Before the effect of for-
eign exchange, revenues would have decreased 1%, comprised
of @ 9% decrease in revenues from Risk Management Solutions
and an increase in revenues from Sales & Marketing Solutions of
48%, in each case in comparison with 1999, in comparing 2000




reported results with those of 1899, APLA's revenues from Risk
Management Solutions decreased 23% to $24.8 million and rev-
enues from Saies & Marketing Solutions increased 28% to
$7.6 million.

APLA reported an operating loss of $4.6 million in 2000, com-
pared with an operating loss of $7.3 million in 1999. The decrease
in cperating losses was due to cost reductions and the changes in
the business model.

Recently Issued Accounting Standards

On Qctober 3, 2001, the Financial Accounting Standards Board
(“FASB") issued Statement of Financial Accounting Standards
(“SFAS™) No. 144 (SFAS No. 144), “Accounting for the Impairment
or Disposal of Long-Lived Assets.” SFAS No. 144 addresses finan-
cial accounting and reporting for the impairment of long-lived
assets and for long-lived assets to be disposed of. SFAS No. 144
supersedes SFAS No. 121, “Accounting for the Impairment of
Long-Lived Assets and for Long-Lived Assets to Be Disposed Of”
SFAS No. 144, however, retains the fundamental provisions of
SFAS No. 121 for {a) recognition and measurement of the impair-
ment of long-lived assets to be held and used and (b) measure-
ment of long-lived assets to be disposed of by sale.

SFAS No. 144 supersedes the accounting and reparting provisions
of APB Opinion No. 30 (“*Opinion 30”), “Reporting the Results of
Operations — Reporting the Effects of Disposal of 2 Segment of a
Business, and Extraordinary, Unusual and Infrequently Occurring
Events and Transactions,” for segments of a business to be dis-
posed of. SFAS No. 144, however, retains the requirement of
Opinion 30 to report discontinued cperations separately from con-
tinuing operations and extends that reporting to a component of an
entity that either has been disposed of (by sale, by abandonment,
or in a distribution to owners) or is classified as held for sale. SFAS
No. 144 also amends Accounting Research Bulletin No, 51,
“Consolidated Financial Statements,” to eliminate the exception to
consclidation for a temporarily controlled subsidiary.

The provisions of SFAS No. 144 are effective for fiscal years begin-
ning after December 15, 2001. The Company will adopt SFAS No.
144 beginning January 1, 2002. The Company believes there
will be nc material impact on its consolidated results of
operations and financial position upon adoption of SFAS No. 144.

On July 20, 2001, the FASB issued Statements of Financial
Accounting Standards No. 141 (SFAS No. 141), “Business
Combinations,” and No. 142 (SFAS No. 142), “Goodwill and Other
Intangible Assets.”

SFAS No. 141 addresses financial accounting and reporting
for goodwilt and other intangible assets acquired in a business
combination at acquisition. SFAS No. 141 requires the purchase
method of accounting to be used for all business combinations
initiated after June 30, 2001. SFAS No. 141 supersedes APB
Opinion No. 18, “Business Combinations,” and SFAS No. 38,
“Accounting for Preacquisition Contingencies of Purchased
Enterprises.” SFAS No. 141 establishes specific criteria for
the recognition of intangible assets separately from goodwill
and requires unallocated negative goodwill to be written off
immediately as an extraordinary gain {instead of being deferred
and amortized). SFAS No. 141 is effective for all business
combinations initiated after June 30, 2001 and for all business
combinations accounted for by the purchase method for which the
date of acquisition is after June 30, 2001, and has been adopted
by the Company since that date.

SFAS No. 142 addresses the financial accounting and reporting
for intangible assets acquired individually or with a group of other
assets (but not those acquired in a business combination) at
acquisition. SFAS No. 142 alsc addresses financial accounting
and reporting for goodwill and other intangible assets subse-
quent to their acquisition. Under the new rules, the Company is
no fonger reguired to amortize goedwill and other intangible
assets with indefinite fives but will be subject to pericdic testing
for impairment. it also provides that intangible assets that have
finite useful lives will continue to be amortized over their useful
iives, but those lives will no longer be limited to 40 years. SFAS

. No. 142 supersedes APB Opinion No. 17, “Intangible Assets.”

D&B considers its aperating segments, North America, Europe
and APLA, as its reporting units under the definitions of SFAS
No. 142 for consideration of potential impairment of intangible
and goodwill balances. Based upon the Company’s prefiminary
assessment, it does not expect to recognize any impairment of
the existing assets upon adoption.

The provisions of SFAS No. 142 are effective for fisca! years
beginning after December 15, 2001. The Company will adopt
SFAS Nc. 142 beginning January 1, 2002. As a result of adoption
of SFAS No. 142, a substantial amount of the Company's goodwill
assets will no fonger be amortized, resulting in a $5 million reduc-
tion in amortization expense in 2002.

Market Risk

The Company is exposed to the impact of interest rate changes,
foreign currency fluctuations and changes in the market value of
certain of its investments.
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Policies and Procedures
In the normal course of business, D&B employs established poli-
cies and procedures to manage its exposure to changes in inter-
est rates and foreign currencies.

In 2001, the Company's use of derivatives was limited to the use
of short-term foreign exchange forward contracts to hedge short-
term foreign exchange denominated loans, and interest-rate
swap agreements to hedge a portion of the interest rate exposure
on the fixed rate bond.

The Company’s objective in managing exposure to interest rates
is to limit the impact of interest rate changes on earnings, cash
flows and financizl position, and to lower overall borrowing costs.
To achieve these objectives, the Company maintains a paiicy that
fioating-rate debt be managed within a minimum and maximum
range of the Company’s total debt exposure as established by
policy. To achieve the policy objectives, the Company may use
fixed rate debt, floating-rate debt and/or interest-rate swaps.

D&B's objective in managing exposure to foreign currency fiuctua-
tions is to reduce earnings, cash flow and financial position volatil-
ity in its Eurcpean and APLA operations. D&B follows a policy of
hedging substantially all cross-border intercompany transactions
denominated in a currency other than the functional currency
applicable to each of its various subsidiaries. D&B only uses
short-term foreign exchange forward contracts to implement its
hedging strategy. Typically, these contracts have maturities of six
months or less. These forward contracts are executed with credit-
worthy institutions and are denominated primarily in the British
pound sterling, the euro and the Swedish krona.

A discussion of D&B's accounting policies for financial instru-
ments is included in the summary of significant accounting poli-
cies in Note 1 to the consolidated financial statements and further
disclosure relating to financial instruments is included in Note 8 to
the consclidated financial statements.

interest Rate Rislk

In 2001, D&B purchased the third party fixed-rate minority interest
cbligation by issuing a five-year, fixed-rate bond that matures in
March 2006. See Note 7 to the consolidated financial statements.
D&B also entered into fixed to floating interest-rate swap agree-
ments in the third quarter of 2001 with notional principal amounts
totaling $100 million, see Note 8 to the consolidated financial
statements, and designated these swaps as fair-value hedges
against a portion of the long-term fixed-rate bonds. The arrange-
ment is considered a highly effective hedge, and there is no
impact on earnings. The swaps and hedged portion of the bonds
are recorded in the balance sheet at fair value. The swaps are
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considered highly effective hedges, with changes in fair value of
the swaps offsetting the impact on earnings of changes in the fair
value of the hedged bonds. At December 31, 2001 the Company
had no ficating-rate debt outstanding.

Foreign Exchange Risk

D&B operates in 30 countries through wholly owned entities and
in eight countries through minority interests in joint ventures, and
principally uses the capital markets 1o fund its operations. D&B’s
non-U.S. operations generated approximately 32% of total rev-
enues in 2001. As of December 31, 2001, approximately 35% of
D&B's assets were located outside the U.S., and no single country
outside the U.S. had a significant concentration of D&B’s aggre-
gate cash balances.

As in prior years, the Company uses foreign currency forward
contracts to offset the earnings impact of transaction gains or
losses resulting from foreign currency denominated intercom-
pany loans. The underlying loans and the corresponding forward
contracts are marked to market at each quarter-end, and are fully
disclosed within the financial statements and have a minimal
impact on earnings.

The fair value of the foreign currency risk is estimated by calcu-
lating the cost of closing out alt foreign exchange contracts given
a 10% increase or decrease In forward rates from their
December 31, 2001 levels. At December 31, 2001, D&B had
approximately $259 million in foreign exchange forward contracts
outstanding with net losses of $.9 million. If forward rates were to
increase 10% from year-end levels, the net gain would be
$4.4 million. If forward rates were to decrease 10% from year-
end levels, the net loss would be $5.3 million. However, the esti-
mated potential gain or loss on these contracts is expected to be
offset by changes in the dollar value of the underlying transac-
tions. Therefore, the net effect of a 10% movement in foreign
exchange rates would have a minimal impact on earnings.

Other Risks

(See Note 14 to the consolidated financial statements)

Old D&B and its predecessors entered into globat tax planning ini-
tiatives in the normal course of business, principally through tax-
free restructurings of both their foreign and domestic operations.
These initiatives are subject to normal review by tax authorities. it
is possible that additional liabilities may be proposed by tax
authorities as a result of these reviews and that some of the
reviews could be resolved unfavorably. At this time, management
is unable to predict the extent of such reviews, their outcome or
whether the resolution of these matiers could materially affect
D&B's results of operations, cash flows or financial position.




Pursuant to the 2000 Distribution Agreement, see Note 4 to con-
solidated financial statements, D&B and Moody's each agreed to
be financially responsible for 50% of any potential liabilities that
may arise with respect to the reviews described above, to the
extent such potential liabilities are not directly attributable to their
respactive business operations.

The IRS has completed its review of the utilization of certain capi-
tal losses generated during 1983 and 1990. On June 26, 2000, the
IRS, as part of its audit process, issued a formal assessment with
respect to the utilization of these capital losses and Old D&B
responded by filing a petition for a refund in the U S. District Court
for the District of Columbia on September 21, 2000.

Pursuant to a series of agreements, IMS Health and Nielsen
Media Research are jcintly and severally liable to pay one-half,
and Donnelley the other half, of any payments for taxes and
accrued interest arising from this matter and certain other poten-
tial tax liabilities after Donnelley pays the first $137 million.

In connection with the 1998 Distribution, Old D&B and Donnelley
entered into an agreement whereby Old D&B assumed all
potential liabilities of Donnelley arising from these tax matters
and agreed to indemnify Donnelley in connection with such
potential liabilities.

On May 12, 2000, an amended tax return was filed for the 1989
and 1990 tax pericds, which reflected $561.6 million of tax and
interest due. Old D&B paid the IRS approximately $349.3 million
of this amount on May 12, 2000, which Old D&B funded with
short-term borrowings. IMS Health has informed D&B that it paid
to the IRS approximately 3212.3 million on May 17, 2000. The
payments were made to the IRS to stop further interest from
accruing. Notwithstanding the filing and payment, D&B is contest-
ing the IRS's formal assessment and will also contest the assess-
ment of amounts, if any, in excess of the amounts paid. D&B has
accrued its anticipated share of the probable liability arising from
the utilization of these capita! losses.

D&B and its subsidiaries are involved in legal proceedings, claims
and litigation arising in the ordinary course of business. Afthough
the autcome of such matters cannot be predicted with certainty, in
the opinion of management, the ultimate liability of D&B in con-
nection with such matters will not have a material effect on D&B’s
operating results, cash flows or financial position.

Liquidity and Financial Position

Management believes that cash flows generated from its opera-
tions and supplemented as needed with readily available financ-
ing arrangements are sufficient to meet the short-term and

long-term needs of D&B. D&B accesses the commercial paper
market from time to time to fund working capital needs and share
repurchases. Such borrowings have been supported by D&B's
bank credit facilities.

Year Ended December 31, 2001

Compared with Year Ended December 31, 2000
At December 31, 2001, cash and cash equivalents totaled
$145,3 million, an increase from $70.1 million at December 31,
2000. During 2001, the Company’s cash flow was impacted by:

o The $100 million share repurchase program, with 3.2 million
shares of common stock repurchased as of December 31,
2001.

The sale of the RMS business with cash proceeds of $125 mil-
lion, which included $90 million for the business and $35 million
related to an exclusive contract to provide the buyers with risk
management products over five years. The amount related to
the contract was recorded in deferred revenue and will be rec-
ognized as income as the services are rendered.

o

o The sale of the Australia/New Zealand and South Africa opera-
tions with cash proceeds of $29 million.

¢ The acquisitions of iMarket and Harris InfoSource
International, Inc. for which the Company paid a total of
$34.5 million.

In 2000, D&B's payment of $349.3 million to the IRS and the
impact of the 2000 Distribution with respect to the allocation of net
indebtedness impacted the cash balance.

Cash generated by cperating activities

Cash generated by operating activities in 2001 was $217.1 mil-
lien. The improvement in cash generated by operating activities
of continuing operations when comparing 2001 with 2000,
excluding the payment to the IRS, results from increased operat-
ing income and lower net interest expense, cffset by higher
restructuring payments in the current year. During 2001, D&B
made payments of $26.9 million related to restructuring actions
under the Blueprint for Growth and $13.7 million which com-
pleted the payments for the 1999 restructuring actions. in 2000,
the Company made payments of $21.8 million for restructuring
actions. Operating activities in 2000 provided net cash of
$27.2 million during 2000. The $349.3 million payment to the IRS,
discussed in “Other Risks" above, in 2000 is reflected as a reduc-
tion in continuing operations' accrued income taxes of $174.7
million and as a $174.6 million cffset to net cash used in operat~
ing activities of discontinued cperations. Excluding the impact of
the payment, cash generated by operating activities in 2000
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would have been $376.5 million, with continuing operations
providing $206.0 million and discontinued operations providing
$170.5 milfion (representing nine manths of activity).

Cash provided by invasting activities

Net cash provided by investing activities totaled $35.2 million in
2001, compared with net cash used in investing activities of
$81.7 million in 2000. Cash proceeds from the sale of businesses of
$118.2 million, consisting of the proceeds from the sales of the
RMS businesses, the majority stake in the Australia/New Zealand
operations, and a major portion of minority investment in South
Africa, Payments for acquisitions were $34.5 million, In 2001, D&B
spent $53.2 million on capital expenditures, computer software and
other intangibles. In 2000, spending for capital expenditures, com-
puter software and other intangibles by continuing operations
totaled $67.1 million. During 2801, the Company invested
$11.3 million in a joint venture with American International Group,
Inc called Avantrust LLC. in 2000, D&B invested $6.0 mitlion in other
unconsolidated affiliates. Net cash used in investing activities of dis-
continued operations in 2000 was $26.2 million. Net cash used by
discontinued operations in 2000 included an acquisition by Mocdy's
of afinancial software products company for $17.4 million.

Cash used in financing activities

Net cash used in financing activities was $177.4 million in 2001,
compared with net cash provided by financing activities of
$18.8 million during 2000. Exciuding the $185.5 million net cash
provided by discontinued operations in 2000, net cash used in
financing activities would have been $176.7 million. D&B did not
pay dividends in 2001 and does not intend to pay dividends in
the future. Payments of dividends by Old D&B accounted for
$89.8 million in 2000.

In the first quarter of 2001, the Company issued $300 million in
principal of notes in a private placement. During the second quar-
ter of 2001, the Company exchanged these notes for freely trade-
able notes with identical terms. The notes have a five-year term
and bear interest at a fixed annual rate of 6.625%, payable semi-
annually. The cash proceeds from the issuance of these notes
were used to repay a $300 million obligation resulting from the pur-
chase of anunrelated partner’s interest in a limited partnership.

In September 2001, D&B renewed a $175 million commitied bank
facility. The facility matures in September 2002 and is expected to
be renewed at or before that time. The Company also maintains a
second facility permitting borrowings of up to an additional
$175 million that matures in September 2005. Under these facili-
ties D&B has the ability to borrow at prevailing short-term interest
rates. D&B has not drawn on those facilities since their inception
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and had no borrowings outstanding under these facilities at
December 31, 2001. These facilities are available for general
corporate purposes, including support of D&B’s commercial
paper program. The Company is in compliance with all covenants
or other requirements set forth in its credit agreements and
indentures.

At December 31, 2001, D&B had no commercial paper cutstand- .
ing. The $49.5 million in commercial paper outstanding at
December 31, 2000 was repaid in full during 2001.

D&B repurchased 1.6 million shares of common stock for
$44.9 million in 2001 in connection with its Employee Stock
Purchase Plan and to offset a portion of the shares issued under
stock incentive plans. Net proceeds from D&B stock plans totaled
$19.0 million in 2001.

Between January 1, 2000 and September 30, 2000, Old D&B
repurchased 125,000 shares of common stock for $3.5 million in
connection with its Employee Stock Purchase Plan and to offset a
portion of the shares issued under stock incentive plans. During
the fourth quarter of 2000, D&B repurchased 1.8 million shares of

common stock for $43.3 million to offset awards under stock

incentive plans and in connection with the D&B Employee Stock
Purchase Plan, Proceeds received in connection with Old D&B's
stock plans were $30.7 million for the nine months ended
September 30, 2000. D&B received proceeds in connection with
DB&B's stock plans of $7.0 million in the fourth quarter of 2000.

Future Liquidity Requirements

and Other Commitments

In January 2002, the Company acquired an additional 2.5 mitlion .
shares, in a privately negotiated block trade, for $85.1 million,
funded with cash on hand and $36.0 million of short-term
commercial paper borrowings.

During the course of 2001, D&B invested in a joint venture with
American International Group, Inc. called Avantrust LLC. The
Company has committed to invest approximately $8 million more
in Avantrust LLC.

Certain of the Company's operations are conducted from leased
facilities, which are under operating leases that expire over the next
10 years, with the majority expiring within five years. The Company
also leases certain computer and other equipment under operat-
ing leases that expire over the next three years. These leases are
frequently renegotiated or otherwise changed as advancements in
computer technology produce opportunities to lower costs and
improve performance. Additionally, the Company has agreements
with various third parties to purchase certain data processing and




telecommunication services extending beyond one year, See Note
13 to the consolidated financial statements for a schedule of future
minimum lease payments under non-cancelable leases.

The Company's debt obligation of $300 million is repayable
in March 2006. See Note 7 to the consolidated financial
statements,

New European Currency

On January 1, 2002, 12 of the countries in the European Union
completed the three-year transition 10 a single European currency,
the euro, which replaced the national currency of each participat-
ing country. Early in the transition pericd, the Company estab-
lished a task force to address issues related toc the euro. The
Company believed that the euro conversion might bave a material
impact on its operations and financial condition if it failed to suc-
cessfully address such issues. The task force followed a project
plan which included the following: ensuring that the Company's
information technology systems that process data for inclusion in
the Company’s products and services could appropriately handle
amounts denominated in euro contained in data provided to the

Comman Stock Infermation

Company by third-party data suppfiers; modification of the
Company's products and services to deal with euro-related
issues; and modification of the Company's internal systems (such
as payroll, accounting and financial reporting) to deal with euro-
related issues. All targets within the project plan have been met.
All D&B information products which contain financial data on busi-
nesses in euro-participating countries now use the new currency.
The cost of the modifications covered by the project plan have not
had a material effect on the Company’s results of operations,
cash flows or financial condition. There is no guarantee that alt
problems have been foreseen and corrected, or that no material
disruption of the Company’s business will occur. The conversion
to the euro may have competitive implications for the Company’s
pricing and marketing strategies, which could be material in
nature. However, any such impact is not known at this time,

Dividends

D&B paid a quarterly dividend of $.185 per share in the first three
quarters of 2000, resuiting in a full-year dividend per share paid of
$.555 for 2000. D&B did not pay dividends in 2001 and does not
intend to pay dividends for the foreseeable future.

D&B’s common stock {symbol DNB) is listed on the New York Stock Exchange. The number of shareholders of record was 5,136 at
December 31, 2001.The following table summarizes price information for D&B's common stock since the 2000 Distribution, as reported in

the periods shown.
Price Per Share ($)
2001 2000
High Low : High Low

First Quarter ' 26.910 23.560 N/A N/A
Second Quarter 28.610 21.230 N/A N/A
Third Quarter 33.360 26.850 N/A N/A
Fourth Quarter 36.250 27.450 26938 18.250

D&B has not paid any dividends since September 30, 2000, the date of the 2000 Distribution, and does nct intend to pay dividends in

the future.

Forward-Looking Statements

Certain statements in this annual report are forward-looking
statements. Statements that are not historical facts are forward-
looking statements made pursuant to the “safe harbor” provi-
sions of the Private Securities Litigation Reform Act of 1995. In
addition, words such as “expects,” “anticipates,” “believes,”
“plans,” “guidance” and similar expressions are intended to iden-
tify forward-looking statements. All such forward-iocking state-
ments are made based on D&B's reasonable expectations at the
time they are made. However, forward-looking statements are not
guarantees of future performance as they involve risks, uncer-
tainties and assumptions that may prove to be incorrect and that

may cause D&B's actual resuits and experience to differ materi-
ally from the anticipated results or other expectations expressed
in such forward-looking statements. The risks, uncertainties and
assumptions that may affect D&B's performance include: (1) the
possibility that economic or other conditions might tead to a
reduction in the demand for D&B products and services world-
wide, (2) the possibiiity that the current economic slowdown may
worsen and/or persist for an unpredictable period of time, (3)
D&B's ability to successfully implement its Blueprint for Growth,
including the ability to achieve its financial flexibility objectives on
terms and conditions contemplated by D&B, (4) changes in the
business information and risk management industries and
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markets, including changes in customers’ preferences for prod-
ucts and product delivery formats resulting from advances in
information technalogy, (5) competitive pressures causing price
reductions and/or loss of market shars, (6) risks associated with
investments and operations in foreign countries, including foreign
economic conditions, exchange rate fluctuations, regulatory
environment, and cultural factors, (7) D&B's ability to success-
fully integrate recent and future acquisiticns, alliances andinvest-
ments, (8) D&B’s ability to protect proprietary information and
technology or to obtain necessary licenses on commercially rea-
sonable terms, (9) the potential loss of key business assets,
including data center capacity, or interruption of telecommunica-
tion links or power sources, (10) changes in the legislative, regu-
latory and commercial environments affecting D&B's ability to
coliect, manage, aggregate and use data, (11) D&B's ability to
attract and retain key employees, and {12) the competitive impli-
cations that the conversion to the euro may have on D&B's pric-
ing and marketing strategies. D&B undertakes no obligations to
update any forward-iooking statements to reflect any future
events or circumstances.

The hore prominent risks and uncertainties inherent in our busi-
nesses are described in more detail below. However, these are not
the only risks and uncertainties that D&B faces. Our businesses
may face additional risks and uncertainties that are unknown to
DA&B at this time.

Economic or other conditions might lead to a reduction in the
demand for D&B’s products and services worldwide. The current
economic sfowdown may worsen andfor persist for an unpre-
dictable period of time,

Demand for many of D&B's products and services is influenced"

by economic trends. As a result, downturns in the United States
economy or in the global economy may cause decreased demand
for D&B’s products and services. A decline in the demand for our
products and services could have an adverse effect on D&B’s rev-
enues, results of operations and financiat condition.

As a result of the current economic climate, D&B has experienced
a reduction in the demand for certain of its marketing products
and services as customers have looked for ways to reduce their
expenses. The current economic slowdown may worsen and/or
persist for an unpredictable period of time. If D&B is unable to
successfully control its own expenses, it could suffer lower net
income and earnings per share.
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D&B may be unable to successfully implement the Blueprint for
Growth, including the ability to achieve its financial flaxibility objec-
tives on the terms and conditions contemplated.

In 2000 D&B adopted its Biueprint for Growth strategy which
involves significant investments, reallocating spending, and
becoming an important player in B2B e-business. To execute this
strategy, D&B announced two phases of a financial. flexibility
program intended to reduce expenses ta generate approximately
$200 million annually. If D&B is unable to generate the expected
savings from the financial flexibility program on the terms and con-
ditions contemplated, its ability to implement the investments con-
templated by its strategy may be adversely affected. The inability
to achieve the financial flexibility objectives on the terms and con-
ditions contemplated or the failure to successfully implement the
other programs under the Blueprint for Growth could have an
adverse effect on D&B's revenues, results of operations and
financial condition.

D&B may be unable to successfully adapt to changes in the busi-
ness information and risk management industries and markets,
including changes in customer preferences for products and
product delivery formats resuiting from advances in information
tachnofogy.

D&B provides information and services 1o its customers in & vari-
ety of formats, including printed formats, electronic formats, and
over the internet. Advances in information technology may result
in changing customer preferences for products and product deliv-
ery formats. If it does not successfully adapt its products and
services to take advantage of changes in technology and cus-
tomer preferences, D&B's business, financial condition and
results of operations would be adversely affected.

D&B adopted an internet strategy because it believes that the
internet represents an important and rapidly evolving market for
marketing information products and services. Because its B2B
strategy is in the early stages of development and involves sys-
tems integration with its customers, D&B does not know if this
strategy will be successful. D&B's business, financial condition
and results of operations would be adversely affected if it:

o Fails to develop products and services that are well suited to
the internet market;

Experiences difficulties that delay or prevent the successful
development, introduction and marketing of these products
and services; or

Fails to achieve sufficient traffic to its internet sites to generate
significant revenues, or to successfully implement e-business
operations.




Dé&B faces competition that may cause price reductions andl/or
loss of market share.

All of D&B's businesses are highly competitive. D&B competes
directly with a broad range of companies offering business infor-
mation services to business customers. in addition, business infor-
mation and related products and services are becoming
increasingly available, principally as a result of the expansion of
the internet and as new providers of B2B information products and
services emerge., In its information services businesses, D&B also
faces competition from in-house operations of the businesses it
seeks as customers, from other general and specizlized credit
reporting and other business information services, other informa-
tion and professional services providers, banks, credit insurers and
the internet. Intense competition could harm D&B by causing,
among other things, price reductions, reduced gross margins, and
loss of market share. :

There are nisks associated with investments and operations in for-
~ eign couniries, including foreign economic conditions, exchange
rate fluctuations, the regulatory environment, and cultural factors.

D&B conducts business outside of the United States. As a result,
its operating results could be negatively affected by a variety of
factors, many of which are beyond its control. These factors
include regulatory, political or economic conditions in a specific
country or region, {rade protection measures, and other regula-
tory requi'rements. Although foreign currency translation gains
and [os/ses are not currently material to D&B's consolidated finan-
cial position, results. of operations or cash flows, an increase in
foreign revenues could subject D&B to foreign currency transla-
tion risks in the future. Additional risks inherent inits non-U.S. busi-
ness aclivities generally include, among others, potentially longer
accounts receivable payment cycles, the costs of and difficulties
in managing international operations, potentially adverse tax
consequences, and greater difficulty enforcing intellectual
property rights.

D&B may lose key business assets, including loss of data
center capacity, or the interruption of telecommunication links or
DOWer SOUICes.

D&B's ability to protect its data centers against damage from fire,
power loss, telecommunications failure or other disasters is criti-
cal to its future. The on-line services D&B provides are dependent

on links 1o telecommunication providers. D&B believes it has
taken reasonable precautions to protect its data centers and
telecommunication links from events that could interrupt opera-
tions. Nonetheless, any damage to D&B'’s data centers or any fail-
ure of its telecommunications links that causes interruptions in
operations could materially adversely affect its ability to meet cus-
tomers’ requirements, which could result in decreased revenues,
netincome, and earnings per share.

Changes in the legisiative, regulatory and commercial environ-
ments may adversely affect D&B's ability to coflect, manage,
aggregate and use data.

Certain data and services provided by D&B are subject to regula-
tion by federal, state and local authorities in the United States as
well as those in Canada, Europe and certain countries within the
Asia Pacific and Latin American regions. In addition, there is
increasing awareness and concern among the general public
regarding marketing and privacy concerns, particularly as they
relate to the internet. This cancern is likely to result in new laws
and regulations. Compliance with existing federal, state and local
laws and regulations has not to date seriously affected its busi-
ness, financial condition or results of operations. Nonetheless,
future international, federal, state and local laws and regulations
with respect to the collection, management and use of data and
adverse publicity or potential litigation concerning the commercial
use of such information may increasingly affect D&B's opera-
tions. This could result in substantial regulatory compliance or liti-
gation expense ar a loss of revenue.

Data suppliers might withdraw data from D&B, leading to an
inability to provide products and services.

Much of the data that D&B uses is obtained from third parties,
including public record sources. D&B could suffer a material
adverse effect if owners of the data it uses were to withdraw the
data. Data providers could withdraw their data from D&B if there is
a competitive reason to do so or if legislation is passed restricting
the use of the data. If a substantial number of data providers were
to withdraw their data, D&B’s ability to provide products and serv-
ices to its customers could be materially adversely impacted
which could result in decreased revenues, net income and earn-
ings per share.




Report of Independent Accountants

To the Shareholders and Board of Directors of

The Dun & Bradstreet Corporation:

In our opinion, the accompanying consolidated balance sheets
and the related consolidated statements of operations, share-
holders’ equity and cash flows present fairly, in all material
respects, the financial position of The Dun & Bradstreet
Corporation and Subsidiaries at December 31, 2001 and 2000,
and the results of their operations and their cash flows for each of
the three years in the period ended December 31, 2001 in con-
formity with accounting principles generally accepted in the United
States of America. These financial statements are the responsibil-
ity of the Company’s management; our responsibility is to express
an opinion on these financial statements based on our audits.
We conducted our audits of these statements in accordance with
auditing standards generally accepted in the United States

cf America, which require that we plan and perform the audit to
cbtain reasonable assurance about whether the financial state-
ments are free of material misstaternent. An audit includes exam-
ining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements, assessing the accounting
principles used and significant estimates made by management,
and evaluating the overall financial statement presentation. We
believe that our audits provide a reasonable basis for our opinion.

WWJ‘ L

New York, New York
February 6, 2002

- Statement of Management Responsibility for Financial Statements

To the Sharsholders of The Dun & Bradsireet Corporation:
Management has prepared and is responsible for the consoli-
dated financial statements and related information that appear on
pages 29 to 55. The consolidated financial statements, which
include amounts based on the estimates of management, have
been prepared in conformity with accounting principles generally
accepted in the United States of America. Other financial informa-
tion in this annual report is consistent with that in the consolidated
financial statements.

Management believes that the Company's internal control sys-
tems provide reasonable assurance at reascnabie cost that
assets are safeguarded against loss from unauthorized use or dis-
position, and that the financial records are reliable for preparing
financial statements and maintaining accountability for assets.
These systems are augmented by written policies, an organiza-
tional structure providing division of responsibilities, careful selec-
tion and training of qualified financial personnel and a program of
internal audits.

The independent accountants are engaged to conduct an
audit of and render an opinion on the financial statements in
accordance with generally accepted auditing standards. These

standards include an assessment of the systems of internal con-
trols and tests of transactions to the extent considered necessary
by them to support their opinion.

The Board of Directors, through its Audit Committee, consisting
solely of outside directors of the Company, is responsible for
reviewing and monitoring the Company’s financial reporting and
accounting practices. PricewaterhouseCoopers LLP and the inter-
nal auditors each have full and free access to the Audit Committee
and meet with it regularly, with and without management.

W

Allan Z. Loren
Chairman, Chief Executive Officer and President

(e

Sara Mathew
Senior Vice President and Chief Financial Officer




R amernlidietar Qégtimrramic AF MImarsii A
Consglidzien Statements of Operations
Years Ended December 31,
2001 2000 1999
{Dollar amounts in millions, except per share data)

Operating Revenues $1,308.8 $1,417.6 $1.407.7
Operating Expenses 441.2 5156.9 538.3
Selling and Administrative Expenses 5235 546.7 539.4
Depreciation and Amortization 945 . 111.2 127.9
Restructuring Expense — Net 288 41.5 412
Reorganization Costs (7.0 29.5 -
Operating Income 227.8 172.8 160.9
Interest Income 55 39 2.9
Interest Expense (16.4) {8.6) (5.0)
Minority Interest Expense (5.4) (22.4) (22.4)
Other Income — Net 46.3 6.0 9.0
Non-Operating income (Expense) — Net 30.0 (AR {15.5)
Income before Provision for iIncome Taxes 257.8 151.7 145.4
Provision for income Taxes 10114 781 64.1
Equity in Net Losses of Affiliates {3.5) — —
Income from Continuing Operations 163.2 7386 81.3
{ncome from Discontinued Operations, Net of Income Taxes

of $86.2 and $114.8 for 2000 and 1999, respectively — 133.0 174.7
Net Income ' $ 1532 $ 2066 $ 256.0
Basic Earnings Per Share of Common Stock:

Continuing Operations $ 1.93 3 9 $ 100

Discontinued Operations — 1.64 2.16
Basic Earnings Per Share of Common Stock $ 193 ) $ 255 $§ 3.16
Diluted Earnings Per Share of Common Stock:

Continuing Operations : $ 188 $ %0 : 3 99

Discontinued Operations — ) 1.62 2.13
Difuted Earnings Per Share of Common Stock 3 188 $ 252 § 312
Weighted Average Number of Shares Qutstanding —

Basic 79,391,000 81,001,000 81,127,000
Welighted Average Number of Shares Qutstanding —

Diluted 81,510,000 81,994,000 82,142,000

The accompanying notes are an integral part of the consolidated financial statements.
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Assets

Current Assets

Cash and Cash Eqguivalents

Accounts Receivable — Net of Allowance of $21.0 in 2001
and $19.5 in 2000

COther Current Assets

Total Current Assets

Non-Current Assets

Property, Plant and Equipment, Net

Prepaid Pension Costs

Computer Software, Net

Goodwill and Other Purchased Intangibles, Net
Other Non-Current Assets

Total Mon-Current Assets
Total Assets

Current Liabitities

Notes Payable

Other Accrued and Current Liabilities
Unearned Subscription Income:

Total Current Liabilities
Pension. and Postratirement Benefits
Long-Term Debt
Other Mon-Current Liabilities
Contingencies {Note 14)
Minority Interest

Shareholders' Equity

Preferred Stock, $.01 par value per share,
authorized — 10,000,000 shares; outstanding — none

Series Common Stock, $.01 par value per share, authorized —
10,000,000 shares; outstanding — none

Common Stack, $.01 par value per share, authorized —
200,000,000 and 400,000,000 shares for
2001 and 2000, respectively; issued — 81,945,520

Unearned Compensation Restricted Stock

Capital Surplus

Retained Earnings

Treasury Stock, at cost, 5,067,235 and 1,790,620 shares for
2001 and 2000, respectively

Cumulative Translation Adjustment

Minirmum Pension Liability

Total Shareholders' Equity
Total Liabilitiss and Shareholders’ Equity

The accompanying notes are an integral part of the consolidated financial statemants.
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December 31,

2001

2000

{Dollar amounts in millions, except per share data)

§ 1453

317.8
117.1
£80.2

158.0
3337
1036
148.8
106.8

851.0
$§1431.2

3327
330.0

662.7
3773
299.6
111.2

13

8
(1.8)

2273

162.3

(148.7)
(205.2)

(55.6)

(20.9)
$1.431.2

376.3
92.2

538.6

202.8
268.9
131.3
1452
1368
885.0

$14236

3 496
353.5
3400
7431

3732
56.7

3016

8
(1.9)

241.4

13.2

(45.3)
(205.3)

(53.6)
(51.0)
$14236




Years Ended December 31,

2001
Cash Flows from Operating Activities:
Net Income $153.2
Less:

Net income from Discontinued Operations —
Net Income from Continuing Operations 153.2
Reconciliation of Net Income from Continuing Operations to

Net Cash Provided by Operating Activities:

Depreciation and Amortization 94.5

Gain from Sale of Businesses (56.3)

Equity Losses in Excess of Oividends Received from Affiliates 3.5

Restructuring Expense, Net and Asset Impairments 46.6

Restructuring Payments (40.8)

Decrease (Increase) in Accounts Receivabie 30.7

Deferred Revenue from RMS Agreement 30.4

Deferred Income Taxes 48.1

Accrued Income Taxes, Net (7.0

Net Increase (Decrease) in Long-Term Liabilities .8

Increase in Other Long-Term Assets (61.4)

Net (Increase) Decrease in Other Working Capital items {35.0)

Other 8.6
Mat Cash Provided by {Used in) Operating Activities:

Continuing Operations ' 2171
Discontinued Cperations —
Met Cash Provided by Operating Activities 217.1

Cash Flows from Investing Activities:

Cash Proceeds from Sale of Businesses . 118.2
Payments for Acquisition of Businesses, Net of Cash Acquired (34.5)
Capital Expenditures (16.2)
Additions to Computer Software and Other Intangibles (37.0)
Investments in Unconsofidated Affiliates (11.3)
Net Cash Used in Investing Activities of Discontinued Operations -—
Other 16.0
Net Cash Provided by (Used in) Investing Activities 35.2
Cash Flows from Financing Activities:

Payment of Dividends —
Payments for Purchase of Treasury Shares (144.9)
Net Proceeds from Stock Plans 19.0
(Decreass) Increase in Commercial Paper Borrowings {49.5)
Repayment of Minority Interest Obligations (300.0)
Increase in Long-Term Borrowings 289.6
Net Cash Provided by Financing Activities of Discontinued Cperations —
Other (1.6)
Net Cash {Used in) Provided by Financing Activities (177.4)
Effect of Exchange Rale Changes on Cash and Cash Equivalents .3
Increase {Decrease) in Cash anc Cash Equivalents 75.2
Cash and Cash Equivalents, Beginning of Year 70.1
Cash and Cash Equivalents, End of Year $145.3

The accompanying notes are an integral part of the consolidated financial statements.

2000

{Dollar amounts in millions}

$206.6

133.0
73.6

111.2

M5
{21.8)
(26.3)

18.4
(122.4)
(2.6
{46.3)

4.4

1.6

313
@.1)
272

(24.1)

(43.0)
(6.0)

(26.2)
17.6

(81.7)

(89.8)
(46.8)
7.7
(75.2)

1955
(2.6)

18.8
T8
(39.3)

109.4

$ 70.1

1899

$256.0

174.7
81.3

127.9

41.2
(2.6)
(22.8)

16.3

74
{7.3)
(36.8)
(69.4)

77

142.9
214.8

357.7

(34«—3)
(75.3)

(127)
5.0
(116.7)

(120.1)

(237.9}
48.4
88.8

1.3
1.5

(218.0)
(3)
22
86.7

§109.4
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Three Years Ended December 31, 2001
Common  Unearned
Stock  Compensation Cumulative  Minimum Total  Comprehsnsive
{8.01Par  Restricted  Capital Retained  Treasury Translation Pension Shareholders’ Income
Valug)  Stock Surplus Earnings Stock  Adjustment _ Liability Equity {Loss)
(Dollar amounts In millions, except per share data)

Balance, January 1, 1999 $1.7 $ — §$251.1  $(240.8) $(188.1) $(170.2) $(44.6) $(371.0)
Net income 256.0 256.0 $256.0
Dividends Declared ($.74 per share) (119.3) (119.3) -
Treasury Shares Reissued Under Stock

Options, Deferred, and Other Compensation

Plans and Restricted Stock Plan (2,420,300) (13.8) 3 71.0 57.5
Treasury Shares Reissued Under Employee

Stock Purchase Plan (153,097) (.8) 4.8 42
Treasury Shares Acquired (6,803,800) (237.9) (237.9)
Change in Cumulative Translation Adjustment (10.9) (10.9) (10.9)
Change in Minimum Pension Liability 8.2 €.2 6.2
Unrealized Losses on Investments {1.4) (1.4) {(1.4)
Total Comprehensive Income $249.9
Balance, December 31, 1939 1.7 — 237.3 (105.9) (330.2)  (181.9) (38.4) _ {416.6)
Net Income 206.6 206.6 $206.6
Dividends Declared ($.555 per share) (60.0) (50.0)
Common Shares Issued Under Stock

Options and Restricted Stock Plan (732,000) 8.8 2.7) 6.1
Treasury Shares Reissued Under Stock

Options. Deferred, and Other Compensation :

Plans and Restricted Stock Plan (1,500,111) (7.4) 48.1 40.7
Treasury Shares Reissued Under Employee

Siock Purchase Plan (183,541) A 5.5 56
Treasury Shares Acquired (1,908,543) (46.8) (46.8)
Unearned Portion of Restricted Stock Awards (1.9) 24 5
Stock Dividend to Shareholders of Moody's 252.5 : 252.5
Recapitalization (9 (279.9) 280.8 —
Change in Cumulative Translation Adjustment - (24.2) (24.2) (24.2)
Change in Minimum Pensicn Liability {15.2) (15.2) (15.2)
Unrealized Losses on Investments {(.2) (.2) (.2)
Total Comprehensive Income $167.0
Balance, December 31, 2000 .8 (1.9) 241.1 13.2 {45.3) {205.3) (53.6) (51.0)
Net Income 153.2 1563.2 $153.2
Treasury Shares Reissued Under Stock

Options, Deferred, and Other Compensation

Plans and Restricted Stock Plan (1,429,185) (1.0} (13.8) 37.8 23.0
Treasury Shares Reissued Under Employee

Stock Purchase Plan (142,673) (.5 3.7 3.2
Treasury Shares Acquired (4,848,473) (144.9) (144.9)
Stock Dividend to Shareholders of Moody's (3.5) (3.5
Unearned Portion of Reslricted Stock Awards 1.1 1.1
Change in Cumulative Translation Adjustment A B A
Change in Minimum Pension Liability (2.0} (2.0) (2.0)
Unrealized Losses on Investments (1 (1 (1)
Total Comprehensive Income $151.2
Balance, December 31, 2001 8 $(1.8) $2273 §$1823 §{1487) 5(2052) 3$(556) § (209

The accompanying notes are an integral part of the consolidated financial statements.
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Note 1 Description of Business
and Summary of Significant

Accounting Policies

Description of Business

znd Basis of Presentation

The Dun & Bradstreet Corporation (the “Company” or “D&B”), with
more than 160 years experience in collecting and organizing busi-
ness information, is a world leader in enabling businesses to
make information-based decisions. Customers leverage D&B’s
information and technology, as well as its insight and expertise, to
manage credit and transaction risk (Risk Management Solutions),
find and retain profitable customers (Sales & Marketing
Solutions), and manage customer and vendor relationships more
efficiently (Supply Management Solutions). Companies pursuing
e-business use D&B's risk management capabilities to authenti-
cate and verify potential trading partners online.

The consolidated financial statements include the accounts of
D&B ang its subsidiaries and investments in which the Company
has a controliing interest. Investments in companies over which
the Company has significant influence but not a controlling inter-
est are carried on an equity basis. Cost investments are recorded
at cost and the Company reviews its investments to determine if
there has been any impairment judged to be other than temporary.
Such impairments are recorded as write-downs in the income
statement. The effects of all significant intercompany transactions
have been eliminated.

The financial statements of subsidiaries outside the United States
and Canada reflect a fiscal year ended November 30 to facilitate
timely reporting of the Company's consolidated financial results
and financial position.

The consolidated financial statements have been classified to
identify separately the results of operations and cash flows of the
Company's discontinued operations, which represent Moody's
Corporation for 2000 and 1989. See Note 4 for further informa-
tion. Additionally, certain prior-year amounts have been reclassi-
fied to conform to the 2001 presentation.

Critical Accounting Policies

The Company’s critical accounting policies are: revenue recogni-
tion and estimating accrued liabilities and valuation allowances,
including sales canceliations and bad debt allowances, restructur-
ing reserves, valuation of long-ived, intangible assets and
goodwill, and assessment of tax and legal matters and
other contingencies.

Revenue Recognition. The Company recognizes revenue as
services are performed, information is delivered and products and
services are used by its customers. Amounts billed for service and
subscriptions are credited to unearned subscription income and
reflected in operating revenues as used over the subscription
term, which is generally one year.

Estimates of Accrued Liabilities and Valuation Allowances.
The preparation of financial statements in conformity with gener-
ally accepted accounting principles requires management to
make estimates and assumptions that affect the reported
amounts of assets and liabilities and the disclosure of contingent
assets and liabilities at the date of the financial statements and
the reported amounts of revenues and expenses during the
period. Actual results could differ from those estimates.

In determining sales cancellaticn allowances, management ana-
lyzes historical trends, customer specific factors, current eco-
nomic trends and changes in custamer demand. With respect to
estimating bad debt allowances, management analyzes the
aging of accounts receivable, historical bad debts, customer
creditworthiness and current economic trends. '

In determining reétructuring reserves the Company has consid-
ered the number of individuals that will be affected by severance
programs, the expected date of their termination and the
expected cash payments to be made. in addition, for lease termi-
nation obligations, the Company considers the expected date of
termination and the effect of any sublease rental income for cer-
{ain properties.

The Company reviews the valuation impairment of long-lived
assets, intangible assets, including capitalized computer soft-
ware, and goodwill whenever events or changes in circum-
stances indicate that the carrying amount of an asset may notbe
recoverable. In general, the Company will recognize an impair-
ment loss when the sum of undiscounted expected future cash
flows is less than the carrying amount of such assets. The meas-
urement for such an impairment loss is then based on the fair
vaiue of the asset. Factors which could trigger an impairment
review include significant changes in the manner of use of the
assets or strategic decisions made relating to future plans for
those assets, as well as consideration of future operating resuits,
significant negative industry trends or economic trends. See
Note 2 for a review of the new accounting standard related to
goodwill and cther intangible assets.
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Management assesses the Company'’s liabilities and contingen-
cies in cannection with various legal and tax matters on an ongo-
ing basis, based upon the latest information available. For some
amounts, a probable amount of loss can be estimated and is
therefore recorded in the consolidated financial statements. In
other instances, bacause of the uncertainties related to both the
probable cutcome and amount or range of loss, management is
unable to make a reasonable estimate of a liability, if any. As addi-
tional information becomes available, the Company adjusts its
assessment and estimates of such liabilities accordingly.

Other Accounting Policies

Cash Equivalents. Marketable securities that mature within 90
days of purchase date are considered cash equivaients and are
stated at cost, which approximates fair value.

Riarketable Securities. In accordance with Statement of
Financial Accounting Standards {("SFAS") No. 115, "Accounting
for Certain Investments in Debt and Equity Securities,” mar-
ketable securities are classified as “available for sale” and are
repcrted at fair value, with net unrealized gains and losses
reported in shareholders’ equity.

The fair value of current and non-current marketable securities is
based on quoted market prices. Realized gains and losses on
marketable securities are determined on the specific identifica-
tion method. : .

The Company had marketable securities of $32.4 million and
$37.5 million at December 31, 2001 and 2000, respectively,
which consisted primarily of debt securities of the U.S. govern-
ment and its agencies. Such amounts are included in “Other
Non-Current Assets.”

Property, Plant and Equipment. Property, plant and equipment
are depreciated principally using the straight-line method.
Buildings are depreciated over a period of 40 years. Equipment is
depreciated over a pericd of five to 10 years. Leasehold improve-
ments are amartized on a straight-line basis over the shorter of the
term of the lease or the estimated useful life of the improvernent.

Computer Software, Geoawill and intangible Asssts, The
Company accounts for computer software in accordance with
Statement of Position (“SOP™) 98-1, “Accounting for the Costs of
Computer Software Developed or Obtained for internal Use.”
In addition, certain computer software costs are capitalized in
accordance with SFAS No. 86, “Accounting for the Costs of
Computer Software to Be Sold, Leased or Otherwise Marketed,”
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as appropriate. Capitalized computer software costs are amor-
tized over a period of three to five years and are reported at the
lower of unamaortized cost or net realizable value.

Other intangibles result from acquisitions and database enhance-
ments. Other intangibles are being amartized, using the straight-
line method, over three to 15 years, respectively. Goodwill
represents the excess purchase price over the fair value of identi-
fiable net assets of businesses acquired and is amortized on a
straight-line basis over five to 40 years.

Foreign Currency Translation. For all operations outside the
United States where the Company has designated the locat cur-
rency as the functional currency, assets and liabilities are trans-
lated using the end-of-year exchange rates, and revenues and
expenses are translated using average exchange rates for the
year. For these countries, currency translation adjustments are
accurnulated in a separate component of shareholders’ equity,
whereas realized transaction gains and losses are recognized in
other income (expense) — net. For operations in countries that
are considered {c be highly inflationary, where the U.S. dollar is
designated as the functional currency, monetary assets and liabil-
ities are translated using end-of-year exchange rates, and non-
monetary accounts are transtated using historical exchange
rates. Translation and transaction losses of $.5 milion and $.3 mil-
lion in 2001 and 2000, respectively, and a gain of $.1 miliion in
1999 are recognized in other income (expense) — net.

Earnings per Share (“EPS") of Common Stock. In accordance
with SFAS No. 128, “Earnings per Share,” basic earnings per
share are calculated based on the weighted average number of
shares of common stock outstanding during the reporting perioed.
Diluted earnings per share are calculated giving effect to all poten-
tially dilutive common shares, assuming such shares were out-
standing during the reporting pericd. The difference between
basic and diluted EPS is solely attributable to stock options. The
Company uses the Treasury Stock method to calculate the impact
of outstanding stock options.

Financial Instruments. The Company has adopted SFAS
No. 133, "Accounting for Derivative Instruments and Hedging
Activities,” as amended by SFAS No. 137 and SFAS No. 138
commencing January 1, 2001. These statements require recogni-
tion of all derivatives as either assets or liabilities on the batance
sheet and the measurement of those instruments at fair value.




The Company uses foreign exchange forward contracts to offset
the earnings impact of transaction gains or losses resulting from
foreign currency denominated intercompany loans, and the gains
and losses on these forward contracts are marked to market and
changes are recorded as income of expense.

The Company uses interest rate swap agreements to hedge long-
term fixed rate debt. When executed, the Company designates
the swaps as fair value hedges and assesses whether the swaps
are highly effective in offsetting changes in the fair value of the
hedged debt. The Company formally documents all relationships
between hedging instruments and hedged items and has docu-
mented policies for its risk management exposures. Changes in
derivative fair values marked to market and changes that are des-
ignated fair value hedges are recognized in earnings. The effec-
tiveness of the hedge accounting is monitored on an ongoing
basis and if considered ineffective, the Company will discontinue
hedge accounting prospectively. The adoption of SFAS No. 133
did not have a material impact on the Company's consolidated
results of cperations and financial position.

Note 2 Recent Accounting Pronouncements
On October 3, 2001, the Financial Accounting Standards Board
(“FASB") issued SFAS No. 144, "Accounting for the Impairment or
Disposal of Long-Lived Assets.” SFAS No. 144 addresses finan-
cial accounting and reporting for the impairment of long-lived
assets and for long-fived assets to be disposed of. SFAS No. 144
supersedes SFAS No. 121, "Accounting for the Impairment of
Long-Lived Assets and for Long-Lived Assets to Be Disposed Of”
SFAS No. 144, however, retains the fundamental provisions of
SFAS No. 121 for (a) recognition and measurement of the impair-
ment of long-lived assets to be held and used and (b) measure-
ment of long-lived assets tc be disposed of by sale.

SFAS No. 144 aiso supersedes the accounting and reporting provi-
sions of the Accounting Principles Board ("APB”) Opinion No. 30
("Opinion 307), “Reporting the Results of Operations — Reporting
the Effects of Disposal of a Segment of a Business, and
Extraordinary, Unusual and Infrequently Occurring Events and
Transactions,” for segments of a business to be disposed of, SFAS
No. 144, however, retains the requirement of Opinion 30 to report
discontinued operations separately from continuing operations
and extends that reporting to a component of an entity that either
has been disposed of (by sale, by abandonment, orin a distribution
to owners) or is classified as held for sale. SFAS No. 144 aiso
amends Accounting Research Bulletin No. §1, “Consolidated
Financial Statements,” to eliminate the exception to consolidation
for a temporarily controfled subsidiary.

The provisions of SFAS No. 144 are effective for fiscal years
beginning after December 15, 2001 and as such the Company will
adopt SFAS No. 144 beginning January 1, 2002. The Company
believes there will be no materia! impact on its consolidated
results of operations and financial position upon adoption of
SFAS No. 144.

On July 20, 2001, the FASB issued SFAS No. 141, “Business
Combinations,” and SFAS No. 142, “Goodwill and Other
Intangible Assets.”

SFAS No. 141 addresses financial accounting and reporting for
goodwill and other intangible assets acquired in a business com-
bination at acquisition. SFAS No. 141 requires the purchase
method of accounting to be used for all business combinations ini-
tiated after June 30, 2001. SFAS No. 141 superseded APB
Opinion No. 16, "Business Combinations,” and Statement of
Financial Accounting Standards No. 38, “Accounting for
Preacquisition Contingencies of Purchased Enterprises.” SFAS
No. 141 establishes specific criteria for the recognition of intangi-
ble assets separately from goodwill and requires unallocated neg-
ative goodwill to be written off immediately as an extraordinary
gain (instead of being deferred and amortized). SFAS No. 141 is
effective for all business combinations initiated after June 30,
2001 and for all business combinations accounted for by the pur-
chase method for which the date of acquisition is after June 30,
2001, and has been adopted by the Company since that date.
See Note 6 below. : :

SFAS No. 142 addresses the financial accounting and reporting
for intangible assets acquired individually or with a group of other
assets (but nct those acquired in a business combinaticn) at
acquisition. SFAS No. 142 also addresses financial accounting
and reporting for goodwill and other intangible assets subsequent
to their acquisition. Under the new rules, the Company is no
longer required to amortize goodwill and other intangible assets
with indefinite lives but will be subject to pericdic testing for impair-
ment. It also provides that intangible assets that have finite useful
lives will continue to be amortized over their usefu! lives, but those
lives will no longer be limited to 40 years. SFAS No. 142 super-
sedes APB Opinion No. 17, “Intangible Assets.” D&B considers its
operating segments, North America, Europe and APLA, as its
reporting units under the definitions of SFAS No. 142 for consider-
ation of potential impairment of intangible and goodwill balances.
Based upon the Company’s preliminary assessment, it does not
expect to recognize any impairment of existing assets upon adop-
tion of this standard beginning January 2002.
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The provisions of SFAS No. 142 are effective for fiscal years
beginning after December 15, 2001. The Company will adopt
SFAS No. 142 beginning January 1, 2002. As a result of adoption
of SFAS No. 142, a substantial amount of the Company's goodwill
assets will no longer be amortized, resuiting in a $5 million reduc-
tion in amortization expense in 2002.

Note 3 impact of Implementation of the
“Blueprint for Growth” Strategy and Other

“Blueprint for Growth"” Strategy

in the fourth quarter of 2000, D&B announced a new business
strategy, the Blueprint for Growth, designed to transform D&B into
a growth company with an important presence on the Web, while
also delivering shareholder value during the transformation. The
implementation of the Blueprint for Growth reguires significant
investments. In orderto fund these investments, D&B has identified
opportunities 1o reallocate spending in order to invest for growth
and deliver shareholder value. D&B also reviewed its non-core
businesses and assets with a view to converting them into cash.

In connection with D&B’s Blueprint for Growth strategy and in
accordance with the related financial flexibility initiatives, the
Company incurred various incremental costs and gains during
2001, 2000 and 1999. Such costs, gains and related accruals
are included in the Company's consolidated financial results
as follows:

2001 2000 1999

Costs included in
operating income:
Restructuring Charge — Net
Asset Write-offs for
World Trade Center Attack

$(28.8) $(41.5) $(41.2)

(1.0} -

Other Various Asset Impairments (6.2) —_ —
Murray Hill Facility Impairment (6.5) — —
Tota) 5a25) 3415 3812
Non-Operating Income (Expense} —

Net includes:
Gain on the Sale of the

RMS Business $3%4 § — § —
Gain on the Sate of

Australia/New Zealand Operations 17.7 —_— —_
Gain on the Sale of Portion of

South Africa Investment 22 —_ -
Write-down of Impaired Investments 6.1) —
Litigation Gain - 11.9
Total $502 S 101 $ 119
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Restructuring and Other Operating Charges

During the fourth quarter of 2000, D&B announced the first phase
of its financial fiexibility program and recorded a pre-tax restructur-
ing charge of $41.5 million to globalize administrative functions,
streamline data collection and- fulfillment, rationalize sales and
marketing functions and consolidate and simplify technology func-
tions. The pre-tax charge included $28.2 million related to sever-
ance, leasehold termination obligations of $8.8 million and the
write-off of certain assets of $4.5 million.

During the second quarter of 2001, D&B announced the second
phase of its financial flexibility program to reengineer administra-
tive functions and institute common business practices worldwide.
The Company recorded a pre-tax restructuring charge of
$32.8 million in connection with these actions. The charge
included $20.7 million refated to severance costs, lease termina-
tion obligations arising from office closures of $3.2 million and the
write-off of certain assets of $8.9 miliion.

Also, during the second quarter of 2001, the Company deter-
mined that due to higher than anticipated voluntary attrition, sever-
ance for approximately 50 associates affected under phase one of
the program will not be utilized. As a result, the Company reduced
its remaining severance accrual by $2.9 million. In addition, the
Company was able to reduce its remaining lease termination liabif-
ities by $1.1 million as a result of more favorable market conditions
and higher than anticipated sublease rent.

As of December 31, 2001, D&B has terminated approximately
1,150 of the employees affected under the financial flexibility pro-
gram. Since the financial flexibility initiatives began in October
2000, the total associates expected to be terminated under the
program will be approximately 1.700. The Company has com-
pleted all the actions contemplated under the first phase of its
financial flexibility program as of the end of 2001 and plans to com-
plete the remainder of the actions under the second phase by
June 30, 2002.

During the fourth quarter of 1999, Old D&B's board of directors
approved plans to restructure D&B’s operations. As a result, 2 pre-
tax restructuring charge of $41.2 million was included in operating
income in 1999, which included employee severance costs of
$32.7 million and the balance of the charge related to the write-off
of certain assets and leasehold termination obligations.
During 2001, the Company substantially completed these restruc-
turing actions. At December 31, 2001, the remaining restructuring
reserves were not significant,




The restructuring reserves and utilization toc date were as follows:

Amounts Utilized In 2004

Amount Balance at Amounts Balance at
Charged 1213172000 Payments Write-offs Adjusted Tota! 1213172001

2001 Restructuring Charge
Severance and Termination $20.7 $ - $ (1.5) 5 — 5 — $ (1.5) $19.2
Asset Writa-Offs 8.9 — — (8.9) - (8.9) —
Lease Termination Obligations 3.2 — (1.6) - — (1.6) ) 1.6
$32.8 $ — $ (3.1) $(8.9) § — £{12.0) $20.8

2000 Restructuring Charge
Severance and Termination $282 $27.4 $(20.1) $ — $(2.9) $(23.0) $ 44
Asset Write-Offs 4.5 - — - — — —
Lease Termination Obligations 88 8.8 (3.7 — (1.1} 4.8) 4.0
$415 $36.2 $(23.8) § — §(4.0) $(27.8) $ 84

1999 Restructuring Charge
Severance and Terminalion $327 $12.1 S(12.1) 3 — $ — $(12.1) $ —
Asset Write-Offs 38 — — - — —_ —
Lease Termination Obligations 4.6 1.6 {1.6) — — {(1.6) —
$41.2 $13.7 $(13.7) $ — $ — $(13.7) $ —

In 2001, the Company recorded a $6.5 million charge to reflect the
impairment in value of the Company's Murray Hill facility The
Company plans to sell the Murray Hill facility in the first quarter of
2002, The Murray Hill facility has a carrying value (before the
$6.5 milion write-down) of $17.2 million. This has been trans-
ferred from property, plant and equipment to assets held for sale
within current assets, as it is expected to be sold within twelve
months of the balance sheet date. The Company also recorded
pre-tax charges of $6.2 million resulting from the impairment of
capitalized software and the write-off of certain assets made
obsolete or redundant during the year. The Company recorded
within operating income a $1.0 million write-off of assets lost in
the World Trade Center aftack.

Mon-Operating Income (Expense} — Net

During the second quarter of 2001, D&B completed the sale of
the operations of its Receivable Management Services (‘RMS”)
product lines in the U.S., Canada and Hong Kong to the RMS sen-
ior management team and its European RMS operations to
Intrum Justitia, B.V. D&B received proceeds of $125 million,
$90 million of which was from the sale of the businesses. The
Company recognized a pre-tax gain on the sale of $36.4 million.
D&B received approximately $76 million in cash and a note for
approximately $14 million that was paid in the fourth quarter of
2001. Approximately $35 million of the proceeds related to an
exclusive contract to provide the buyers with risk management
solutions products over five years.

During the third quarter of 2001, D&B completed the sale of a
majority stake in its Australia/New Zealand operations. D&B
received proceeds of approximately $23 million, consisting of
$12 million in cash and a note of approximately $11 million. The
note was paid in the fourth quarter of 2001. The pre-tax gain was
$17.7 million.

During the fourth quarter of 2001, D&B sold a major portion of its
minority investmentin Information Trust Corporation (Proprietary)
Limited in South Africa for approximately $8 million in cash. D&B
has an option, exercisable after three years, to sell its remaining
shares in this company to the buyer. The Company recognized a
pre-tax gain of $2.2 million.

The Company recorded a $6.1 miiliion pre-tax write down of cost
investments in the third quarter of 2001. In 2000 and 1999, the
Company recognized a $10.1 miltion and an $11.9 million,
respectively. pre-tax gain with respect to settlement of litigation
matters, recorded in non-operating income.

Note 4 Recrganization and
Discontinued Operations

Pursuant to Opinion 30, the consglidated financial statements of
the Company have been classified to reflect as discontinued
operations the segment conducted principally by Moody's
investors Service, Inc. as a result of the 2000 Distribution (as
defined below).
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2000 Distribution

On September 30, 2000 (the “2000 Distribution Date”), the com-
pany then known as The Dun & Bradstreet Corporation (*Old
D&B”) separated intc two independent, publicly traded
companies — The New D&B Carporation (“D&B" or the
“Company”) and Moody's Corporation (“Moody's”). The separation
was accomplished through a tax-free distribution to shareholders
of Oid D&B (the “2000 Distribution™) of all of the shares of common
stock of the Company. For every two shares of common stock of
Old D&B held, shareholders received one share of common stock
of the Cempany. Following the 2000 Distribution, Old D&B was
renamed “Moody’s Corporation” and the Company was renamed
“The Dun & Bradstreet Corporation.”

Prior to the 2000 Distribution, Old D&B had completed an internal
reorganization to the effect that, at the time of the 2000
Distribution, the business of the Company consisted solely of
supplying credit, marketing and purchasing information as well
as receivables management services (the “D&B Business®), and
the business of Old D&B (other than the Company and its sub-
sidiaries) consisted solely of the business of providing ratings
and related research and risk management services (the
“Moody’s Business”).

Old D&B received a ruling letter from the Internal Revenue Service
(the “IRS") on June 15, 2000, to the effect that the receipt by Old
D&B sharehoiders of the common stock of the Company in the
2000 Distribution would be tax-free to such stockholders and Old
D&B for Federal income tax purposes, except to the extent of cash
received in lieu of fractional shares of common stock of the
Company. The 2000 Distribution was effected on September 30,
2000, and resulted in an increase to shareholders’ equity of
$256.6 million. During the fourth quarter of 2000, adjustments to
the dividend of $4.1 million were recorded as a decrease to share-
holders’ equity, primarily as a result of changes in estimates.

For purposes of, among other things, governing certain ongoing
relations between the Company and Mcody's as a result of the
2000 Distribution, as well as to allocate certain tax, employee
benefit and cther liabilities arising prior to the 2000
Distribution, the companies entered into various agreements,
including a Distribution Agreement {the “2000 Distribution Agree-
ment”), Tax Allocation Agreement, Employee Benefits
Agreement, Intellectual Property Assignment, Shared Trans-
action Services Agreement, Insurance and Risk Management
Services Agreement, Data Services Agreement and Transition
Services Agreement.
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In general, pursuant to the terms of the 2000 Distribution
Agreement, all of the assets of the D&B Business have been
allocated to the Company and all of the assets of the Moody's
Business have been allocated to Moody's. The 2000 Distribution
Agreement also provided for assumptions of liabilities and cross-
indemnities designed to allocate ganerally, as of September 30,
2000, financial responsibility for: (i) all liabilities arising out of or in
cannection with the D&B Business to the Company, (i) all liabili-
ties arising out of or in connection with the Moody's Business to
Moody's and (jii} substantially all other liabilities as of September
30, 2000, equaily between the Company and Moody's. The liabil-
iies so allocated include contingent and other iiabilities relating
to former businesses of Cld D&B and its predecessors and cer-
tain prior business transactions, which consist primarily of poten-
tial liabilities arising from a legal action initiated by Informaticn
Resources, Inc. {“IRI"}, or from reviews by tax authorities of Old
D&B's global tax planning initiatives, each of which is described
in Note 14.

Pursuant to the terms of a distribution agreement, dated as of
June 30, 1988 (the “1898 Distribution Agreement”), between Old
D&B and-R.H. Donnelley Corporation (then known as “The Dun &
Bradstreet Corporation” and herein referred to as “Donnelley™, as
a condition to the 2000 Oistribution, the Company was required to
undertake to be jointly and severally liable with Moody's to
Donnelley for any liabilities arising thereunder. The 2000
Distribution Agreement generally allocates the financial responsi-
bility for liabilities of Old D&B under the 1998 Distribution
Agreement equally between the Company and Moody's, except
that any such liabilities that relate primarily to the D&B Business
are liabilities of the Company and any such liabilities that relate
primarily to the Moody's Business are liabilities of Moody's.
Among other things, the Company and Moody's agreed that, as
between themselves, they are each responsible for 50% of any
payments to be made under the 1998 Distribution Agreement in
respect of the action by IR| (as described below in Note 14),
including any legal fees and expenses related therete.

In connection with the 2000 Distribution, Old D&B borrowed funds
to repay in full its commercial paper obligations. In addition, pur-
suant to the 2000 Distribution Agreement, immediately prior to the
2000 Distribution, a portion of Old D&B's indebtedness (plus cer-
tain mincrity interest obligations) and a portion of Old D&B's cash
was allocated to the Company in amounts such that, at the time of
the 2000 Distribution and before giving effect to the agreement
discussed below and certain other factors, the net indebtedness of
the Company (plus the minority interest obligations) approximated
the net indebtedness of Moody's. Under the terms of the




Employee Benefits Agreement, substantially all unexercised Old
D&B stock opticns have been adjusted as of the 2000 Distribution
Date to comprise options to purchase Moody's common stock and
separately exercisable options to purchase common stock of the
Company. In light of, among other things, the numbers of optionees
employed by the Company and Moody’s, respectively, this adjust-
ment resulted in a substantially greater number of outstanding
options to purchase common stock of Moody's than would be the
case if options had been adjusted so as o become solely options
to purchase common stock of the optionee’s employer. Due to this
fact and the fact that, consistent with past practice, each company
is expected to maintain a stock purchase program designed to off-
set the increased number of shares otherwise attributable to option
exercises, the Company agreed to adjust the net indebtedness of
the two companies to compensate Moody's for the disproportion-
ate amount of its estimated future cash costs in this regard. The
final amount of the adjustment discussed in the immediately pre-
ceding sentence has been reflected in the Company’s consoli-
dated balance sheet at December 31, 2000, and was determined
on a formula basis dependent upon a variety of factors, including
the respective trading prices of Moody’s and the Company's com-
mon stock at the time of the 2000 Distribution. In 2001, the
Company inciuded in operating income a $7.0 million pre-tax rever-
sal of excess reorganization costs incurred in connection with the
2000 Distribution. As a result of the reversal of the $7.0 million
acerual, an amount of $3.5 miilion was recorded in 2001 to share-
holders' equity as an adjustment to the stock dividend made in
2000 to Moody's and reduced their receivable to the Company.

Due to the relative significance of the D&B Business as compared
with the Moody's Business, the 2000 Distribution has been
accounled for as a reverse spin-off. As such, the D&B Business
has been classified as continuing operations and the Mocdy's
Business as discontinued operations.

The net operating resuits of Moody's have been reported in the
caption “Income from Discontinued Operations” in the consoli-
dated statements of operations. Summarized operating results for
Moody's for the years ended December 31, 2000 and 1999 were
as follows:

For the Year
Ended December 31,

2000 1999
Operating revenues $441.1 $564.2
Income befare provision for
income taxes 218.2 289.5
Net income 133.0 174.7

Note 5 Income Taxes

income before provision for income taxes consisted of:

20 2000 1999
us. §232.0 $171.2 $173.1
Non-U.S. N 25.8 (19.5) (27.7)
Income before provision

for income taxes $257.8 $151.7 $145.4

|
!

The provision (benefit) for income taxes consisted of:

2001 2000 1999

Current tax provision:
U.S. Federal $ 735 $43.0 $40.9
State and Local (6.6) 1.5 2.8
Non-US. 183 13.7 4.1
Total current tax provision 85.2 58.2 47.8
Defarred tax provision (bensfit).
U.S. Federal . 11.0 28.9 129
State and Local 1.5 26 - B
Non-U.S. (6.6) (11.6) 2.8
Total deferred tax provision 15.9 19.9 16.3

Provision for income taxes $101.1 $78.1 $64.1

The following table summarizes the significant differences
between the U.S. Federal statutory tax rate and the Company's
effective tax rate for financial statement purposes.

2001 2000 1999

Statutory tax rate 35.0% 35.0% 35.0%
State and local taxes,

net of U.S. Federat tax benefit 1.2 1.8 1.5
Non-U.S. taxes 1.0 1.3 47
Recrganization costs — 8.0 34
Interest 8 53 —_
Other 1.4 — (5)

Effective tax rate

38.2% 51.4% 44.1%

Income taxes paid were $61.7 million, $219.5 million and
$165.1 million in 2001, 2000 and 1999, respectively, Income taxes
refunded were $12.2 million, $21.5 miflion and $26.7 milion in
2001, 2000 and 1998, respectively.
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Deferred tax assets (liabilities) are comprised of the following at
December 31,

Pl 2000 199

Deferred tax assets:
Operating losses $ 789 $ 82,0 $ 595
Postretirement benefits 5.4 3114 63.0
Intangibles - 383 437 485
Postemployment benefits 2.2 24 2.9
Restructuring and

reorganization costs 209 15.4 10.2
Bad debts 7.2 5.4 38
Other .7 4 4

Total deferred tax assets 154.6 180.4 188.3
Valuation allowance (70.2) (77.6) (59.5)
Net deferred tax assets 84.4 102.8 128.8
Deferred ax habilities:
Tax leasing transactions (12.5) (15.7) (18.3)
Depreciation (1.0} {.3) {3.8)

Total deferred tax liability (13.5) (16.0) (22.1)
Net deferred {ax asset 3 70.9 $ 86.8 $108.7

The Compény has not provided for U.S. deferred income taxes or
foreign withhelding taxes on $179.2 million of undistributed earn-
ings of its non-U.S. subsidiaries as of December 31, 2001, since
these earnings are intended io be reinvested indefinitely.
Additionally, the Company has not determined the tax liability if
such earnings were remitted to the U.S. as the determination of
such liability is not practicable.

The valuation allowance relates to disallowed losses in certain
international entities.

Note € Investments

During 2001, D&B acquired 100% of the issued share capital of
iMarket and Harris InfoSource International, Inc. for a total cost of
$34.5 million. These acquisitions are considered insignificant to
the overall resuits of the Company.

During 2001, the Company invested $11.3 miillion in a joint venture
with American International Group, Inc. called Avantrust LLC. The
Company’s ownership share of the joint venture, which will be
accounted for under the equity method, is 41.8%. The Company
has committed to invest approximately $8 million more in
Avantrust LLC.
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Note 7 Notes Payable, Indebledness, and

Minority Interest Obligation

The Company’s borrowings at December 31, 2001 and 2000,
including interest rate swaps designated as hedges are summa-
rized below.

2001 2000
Commercial paper. .. . 3495
Bank notes A
Notes Payable $49.6
Fair value of long-term fixed-rate notes $2973
Fair value of interest rate swap 2.3
Long-Term Debt $2096

in the first quarter of 2001, the Company issued $300 million in
principal of notes in a private placement. During the second quarter
of 2001, the Company exchanged these notes for freely tradeable
notes with identical terms. The notes have a five-year term redeem-
ing in March 2006 and bear interest at a fixed annual rate of
6.625%, payable semiannually The Company has entered into
interest rate swap agreements to hedge a portion of this long-term
debt; see Note 8. The weighted average interest rates on the long
term notes and swaps on December 31, 2001 was 5.93%. The
weighted average interest rate on the cutstanding commercial
paper and bank notes payable on December 31, 2000 was 6.85%.

Cther credit facilities :

In September 2001, the Company renewed a $175 million 364-
day revoliving credit facility, which expires in September 2002 and
is expected to be renewed on or before that time. The Company
has an additional $175 million term revolving credit facility expiring
in September 2005. Under these facilities, the Company has the
ability to borrow at prevailing short-term interest rates. The
Company has had no borrowings outstanding under these facili-
ties since they were established in September 2000.

At December 31, 2001, the Company aiso had non-committed
lines of credit of $13 million and had no borrowings outstanding
under these lines of credit as of that date. These arrangements
have no material commitment fees or compensating balance
requirements.

Interest paid totaled $11.1 million, $8.3 million and $4.5 million for
the years ended December 31, 2001, 2000 and 1999, respectively.

Minority Interest Obligation

During 1993, the Company participated in the formation of a lim-
ited partnership to invest in various securities, including those of
the Company. In April 1997, the partnership raised $300 million of




minority interest financing from an unrelated investor. This trans-
action was assumed by Old D&B in connection with the 1998
Distribution and thereafter by the Company in the 2000
Distribution, see Note 4 above. At December 31, 2000 and 1999,
the third-party investment cf $300 million in this partnership was
included in minority interest.

In the second quarter of 2001, the Company purchased the
$300 million minority interest for the unrelated partner's interest in
the partnership using funds generated by the issuance of five-
year fixed-rate notes. Since that date, the Company has no third
party obligations related to the partnership.

For financial reporting purposes, the results of operations, assets,
liabilities and cash flows of the partnership described above are
included in the Company’s consolidated financial statements.

Nate 8 Financial Instruments with
Off-Balance-Sheet Risks

The Company uses short-term foreign exchange forward contracts
to reduce exposure to fluctuations in foreign exchange rates. The
Company uses interest rate swap agreements to manage its expo-
sure to changes in interest rates. The Company does not use deriv-
ative financial instruments for trading or speculative purposes. If a
hedging instrument ceases to qualify as a hedge, any subsequeant
gains and losses are recognized currently in income. Collateral is
generally not required for these types of instruments.

By their nature, all such instruments involve risk, including the
credit risk of non-performance by counterparties. However, at
December 31, 2001 and 2000, in management’s opinion there
was no significant risk of loss in the event of non-performance of
the counterparties to these financiat instruments. The Company
controls its exposure to credit risk through monitoring procedures.

The Company's trade receivables do not represent a significant
concentration of credit risk at December 31, 2001 and 2000 due
1o the fact that the Company sells to a large number of customers
in different geographical locations.

Interest Rate Risk fianagement

The Company'’s objective in managing exposure to interest rates
is to limit the impact of interest rate changes on earnings, cash
flows and financial position, and to lower overall borrowing costs.
To achieve these objectives, the Company maintains a policy that

floating-rate debt be managed within a minimum and maximum
range of the Company's total debt exposure. To manage its expo-
sure, the Company uses short-term fixed-rate debt, floating-rate
debt and interest-rate swaps.

In 2001, D&B purchased the $300 million fixed-rate minority inter-
est obligation with a five-year, fixed-rate bond that matures in
March 2008, see Note 7 above. D&B then entered into fixed to
fioating (LIBOR rate indexed) interest-rate swap agreements in
the third quarter of 2001 with a notional principal amount totaling
$100 milion, and designated these swaps as fair value hedges
against $100 million of its long-term fixed-rate bonds. As the
swaps are considered highly effective hedges, there is no net
impact on earnings resulting from the change in market value.

At December 31, 2001, the Company had no short-term debt out-
standing. At December 31, 2000, the Company heid $48.5 million
of commercial paper.

Foraign Exchange Risk Management

D&B's objective in managing exposure to foreign currency fluctua-
tions is to reduce earnings, cash flow and financial position volatil-
ity in its international operaticns. D&B follows a policy of using
fareign currency forward contracts to offset the earnings impact of
transaction gains and 'osses resutting from foreign currency inter-
company loans. Typically, these contracts have maturities of six
months or less. These forward contracts are executed with credit-
worthy institutions and are denominated primarily in the British
pound sterling, the suro and the Swedish krona.

At December 31, 2001 and 2000, the Company had approxi-
mately $259 millicn and $181 million, respectively, of forward for-
eign exchange contracts outstanding that offset foreign currency
dominated intercompany loans. These contracts have various
expiration dates within three menths. At December 31, 2001,
gains on these contracts were $1.2 million and losses were
$2.1 million. At December 31, 2000, gains on these contracts
were $1.0 million and losses were $1.7 million.

Fair Value of Financial instruments

At December 31, 2001 and 2000, the Company'’s financial instru-
ments included cash and cash eguivalents, accounts receivable,
accounts payable, short- ang long-term borrowings and foreign
exchange forward contracts.
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At December 31, 2001 and 2000, the fair values of cash and cash equivalents, accounts receivables, accounts payable and short-term bor-
rowings approximated carrying value due to the short-term nature of these instruments. The estimated fair values of other financial instru-
ments subject to fair value disclosures, determined based on third party quotes from financial institutions, were as follows:

2001
Carrying
_amount
Long-term fixed-rate note” $297.3
Risk management contracts:
Interest rate swaps (long-term) $ 23
Foreign exchange forward contracts
(short-term) — net (9)
$ 14
Note 9 Capital Stock

The total number of shares of all classes of stock that the
Company has authority to issue under its Restated Certificate of
Incorporation is 220,000,000 shares, of which 200,000,000
shares, par value $.01 per share, represent Common Stock (the
“Common Stock™), 10,000,000 shares, par value $.01 per share,
represent Preferred Stock {the “Preferred Stock™) and
10,000,000 shares, par value $.01 per share, represent Series
Common Stock (the “Series Common Stock”). The board of
directors of the Company has designated 500,000 shares of the
Preferred Stock as Series A Junior Participating Preferred Stock,
par value $.01 per share. The Preferred Stock and the Series
Common Stock can be issued with varying terms, as determined
by the board of directors.

On September 30, 2000, 81,213,520 shares of Common Stock
were distributed to the shareholders of Old D&B. Since the
Company has been treated as the successor entity for accounting
purposes, the Company's historical financial statements refiect
the recapitalization in connection with the 2000 Distribution,
including the elimination of treasury shares {(which shares
became treasury shares of Moody's) and the authorization of the
Common Stock, Preferred Stock and Series Common Stock.

In connection with the 2000 Distribution, the Company entered
into a Rights Agreement with EquiServe Trust Company, N.A.,
designed to (i) minimize the prospects of changes in control that
could jeopardize the tax-free nature of the 2000 Distribution by
assuring meaningful board of directors invclvement in any such
propased transaction ang (ii) protect shareholders of the
Company in the event of unsclicited offers to acquire the
Company and other coercive takeover tactics that, in the opinion
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2000
Fair Carrying Fair
value amount value
$297.3 : $ — — 5=
§ 23 $— §—
(8 (7 (7
s 14 — 5N 16 4]

of the board of directors of the Company, could impair its ability to
represent shareholder interests. Under the Rights Agreement,
each share of the Common Stock has a right that trades with the
stock until the right becomes exercisable. Each right entitles the
registered holder to purchase one cne-thousandth of a share of
Series A Junior Participating Preferred Stock, par value $.01 per
share, at a price of $125 per one one-thousandth of a share, sub-
ject to adjustment. The rights wiil generally not be exercisable until
a person or group {an “Acguiring Person”) acquires beneficial
ownership of, or commences a tender offer or exchange offer that
would resuit in such person or group having beneficial ownership
of, 156% or more of the outstanding Common Stock.

in the event that any person or group becomes an Acguiring
Person, each right will thereafter entitle its holder {other than the
Acquiring Person) to receive, upon exercise, that number of
shares of Common Stock having a market value of two times the
exercise price.

In the event that, after a person or group has become an Acquiring
Person, the Company is acquired in a merger or other business
combination transaction or 50% or more of its consolidated
assets or earning power are sold, proper provision will be made so
that each right will entitle its holder (other than the Acquiring
Persan) to receive, upon exercise, that number of shares of com-
mon stock of the person with whom the Company has engaged in
the foregoing transaction (or its parent), which number of shares
at the time of such transaction will have a market value of two
times the exercise price.

The Company may redeem the rights, which expire on August 15,
2010, for $.01 per right, under certgin circumstances.




Note 10 Reconciliation of Weighted Average Shares

Weighted average number of shares — basic

Dilutive effect of shares issuable under stock options,
restricted stock and performance share plans

Adjustment of shares applicable to stock options
exercised during the period and performance share plans

Weighted average number of shares — diluted

The Company has used excess funds generated by the asset
monetization and financial flexibility programs to repurchase
shares of Common Stock during 2001. By December 31, 2001,
the Company repurchased 3.2 million shares of outstanding stock
at market prices totaling $100 million. In addition, D&B repur-
chased 1.6 million shares for $44.9 million in 2001 in connecticn
with its Employee Stock Purchase Plan and to offset a portion
of the shares issued under stock incentive plans. Between
January 1, 2000 and September 30, 2000, Old D&B repurchased
125,000 shares for $3.5 million in connection with its Employee
Stock Purchase Plan and to offset a portion of the shares issued
under stock incentive plans. During the fourth quarter of 2000,
D&8B repurchased 1.8 million shares for $43.3 million to offset
awards under stock incentive plans and in connection with the
D&B Employee Stock Purchase Plan.

Cptions to purchase 1.8 millicn, 4.4 million, and 1.5 million shares
of Common Stock were cutstanding at December 31, 2001, 2000

2001 2000 1999
(share data in thousands)
79,391 81,001 81,127
2,003 849 942
116 R 144 73
81,510 81,994 82,142

and 1899, respectively, but were not included in the computation
of diluted earnings per share because the options’ exercise prices
were greater than the average market price of the Common
Steck. The Company’s options generally expire 10 years after the
initial grant date.

Upon the 2000 Distribution, unexercised Old D&B stock options
were amended to comprise options to purchase Moody’s com-
mon stock and separately exercisable options to purchase the
Company's Common Stock. The value of the replacement
awards preserved as closely as possibie the value of the awards
that existed immediately prior to the Distribution. The number of
shares of Moody's common stock covered by the amended
Moody's stock options is the same number of shares covered by
the Old D&B stock options. The number of shares of the
Company's Common Stock covered by the new D&B stock
options equals 50% of the number of shares covered by the unex-
ercised Old D&B stock options.
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Note 11 Pension and Postretirement Benefits

Pension Plans

Postretirement Benafits

2001

Change in Benefit Obligations
Benefit obligation at January 1 $(1.187.1)
Service cost (13.8)
Interest cost (84.8)
Benefits paid 88.4
Impact of 2000 Distribution -
Plan Amendment (5.4)
impact of curtailment gain {loss) 53
Actuarial gain (loss} 47
Assumption change (32.3)
Benefit obligation at December 31 ${1,225.0)
Changs in Plan Assets
Fair value of plan assets at January 1 $ 14657
Actual return on plan assets (85.9)
Employer contribution 238
impact of 2000 Distribution —_
Plan participant contributions -
Bensfits paid (88.4)
Fair value of plan assets at December 31 $ 1,315.2
Reconciliation of Funded Status to Total

Amount Recognized
Funded status of plan $§ 903
Unrecognized actuarial loss (gain) 1166
Unrecognized prior service cost 25.1
Unrecognizad net transition asset —_
Net amount recognized S 232.0
Amounts Recognized In the Consolldated

Balance Sheets
Prepaid pension costs $ 3337
Pansion and postretirement benefits (175.4)
intangible assets 18.1
Minirum pension liability 55.6
Net amount recognized $ 2320

The Company has retained the obligation for all pension and
postretirement benefits for personnel who retired from Maoody's
prior to the 2000 Distribution and for the obligation for all vested
benefits accrued by Moody's active employees under the Old
D&B nonqualified supplemental pension plans through the date of
the 2000 Distribution.

_ 2o _200 2000
$(1,152.9) $(194.6) $(193.5)
{19.0) (1.8) 2.1)
(86.5) ’ (14.0) (14.4)
92.1 19.7 18.5
309 —_ 32

— (8) —

(33.8) (24.7) (3.5)
(17.9) (3.0) (2.8)
$(1,187.1) $(219.0) $(194.6)
$ 1,680.6 $ - 3 -
(63.6) — -
28.8 16.7 15.7
(88.0) - -

- 30 2.8
(92.1) ) (19.7) (18.5)

$ 14657 . $§  — $ —
$ 2786 $(219.0) $(194.6)
(133.5) 24.9 2
24.2 — —

(.9) ‘ — —

$ 1684 _ $(194.1) $ (194.4)
$ 2689 8 - 3 —
(170.7) (194.1) (194.4)
16.6 - -
53.6 — —

§ 1684 $(194.1) $(194.4)

The benefit obligation and accumulated benefit obligation for pen-
sion plans with accumulated benefit obligations in excess cf plan
assets were $184.2 and $175.1 million in 2001 and $182.5 and
$170.7 million in 2000. Grantor trusts are used to fund these obli-
gations. At December 31, 2001 and 2000, the balance of those
trusts were $32.1 and $37.3 million, respectively.




Pension Plans Postretirement Benefits

2001 2000 1999 2001 2000 1999

Components of Net Periodic Cost

Service cost $ 138 $ 180 $ 184 S 18 $ 24 $ 29
Interest cost 84.8 865 81.6 14.0 14.4 138
Expected return on plan assets (136.4) (130.8) (114.0) —_ — —
Amortization of transition obligation {asset) 2.0 1.8 (11.7) - — —_
Amortization of prior service cost 35 35 38 e — - @n
Recognized actuarial loss (gain) 6 (10.4) 6.6 - — —
Net periadic (income) cost $ (35.7) $ (30.2) $ (15.3) $15.8 S16.5 $14.0

In addition to the net periodic cost, the impact of the curtailment gain relating to the sale of RMS has been included as part of the RMS non-
operating gain caicutation.

Penslon Plans . Postretirement Benefits
2001 2000 1989 2001 2000 1939

Assumptions as of December 31

Discount rate 7.25% 7.50% 7.75% 7.25% 7.50% 7.75%
Rate of compensation increase 4.41 4.66 491

Expected return on plan assets 9.75 9.75 9.75

Cash balance accumulation conversion rate 5.50 575 6.50

For measurements purposes, a 9.0% annual rate of increase in
the per capita cost of covered healthcare benefits was assumed
for 2002. The rate was assumed to decrease gradually to 5.0% for

Profit Participation Plan
The Company also has a profit participation plan covering sub-
stantially all U.S.-employees that provides for an employee salary

2009 and remain at that leve! thereafter.

Assumed healthcare cost trend rates have a significant effect on
the amounts reported for the healthcare plans. A one-percentage-
point change in the assumed healthcare cost trend rates would
have the following effects.

1% Point
Increase Dacrease
Benefit obligation at end of year $18.5 $(16.9)
Service Cost plus Interest Cost 1.3 (1.2)

deferral contribution and Company contributions. Employees may
contribute up 10.16% of their pay. The Company contributes an
amount equal to 50% of employee contributions, up to 6% of the
employee’s pay. The Company also makes contributions to the
plan if certain objectives are met, based on performance over a
two-year period. The Company recognized expense associated
with the plan of $11.4 million, $11.7 million and $12.1 million in
2001, 2000 and 19983, respectively.
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Note 12 Employee Stock Plans

Under The Dun & Bradstreet Corporation 2000 Stock Incentive
Plan, the Company has granted opticns to certain associates to
purchase shares of its Common Stock at the market price on the
date of the grant. Options granted generally vest in three equal
instaliments, beginning on the third anniversary of the grant.
These options expire 10 years from the date of the grant.
The Dun & Bradstreet Corporation 2000 Stock Incentive Plan
provides for the granting of up to 9.7 million shares of Common
Stock of the Company.

Upan the 2000 Distribution (under the 2000 Dun & Bradstreet
Corporation Replacement Plan for Certain Employees Holding
Dun & Bradstreet Corporation Equity-Based Awards), unexercised
Old D&B stock options were amended 1o comprise options 1o pur-
chase Moody's common stock and separately exercisable options
to purchase the Company’s common stock. The value of the
replacement awards preserved as closely as possibie the value of
the awards that existed immediately prior to the 2000 Distribution.
The number of shares of Moody's common stock covered by the
amended Moody’s stcck options is the same number of shares
covered by the Old D&B stock options. The number of shares of
the Company's common stock covered by the new D&B stack
options equals 50% of the number of shares covered by the unex-
ercised Old D&B stock options.

The Company applies APB No. 25, “Accounting for Stock Issued
to Employees,” and related interpretations in accounting for its
plans, Accordingly, no compensation cost has been recognized for
the stock option plans. The Company has acopted the disclosure-
anly provisions of SFAS Na. 123, “Accounting for Stock-Based
Compensation” (*SFAS No. 123"). Had compensation cost for the
Company’s stock option plans been determined based on the fair
value at the grant date for awards in 2001, 2000 and 1999 (exclud-
ing awards granted to employees of discontinued operations) con-
sistent with the provisions of SFAS No. 123, the Company’s
income from continuing operations and earnings per share would
have been reduced to the pro forma amounts indicated below:

2001 2000 1399

Income from continuing
operations:

As reported $153.2 $738 $81.3

Pro forma 147.3 66.1 75.5
Basic earnings per share

of comman stock from

conlinuing operasions:

As reported . 1.83 . .81 1.00

Pro forma 1.86 ' .82 .94
Diluted earnings per share

of common stock from

continuing operations:

As reported 1.88 .80 .99

Pro forma 1.81 .81 .92

The pro forma disclosures shown are not representative of the
effects on income and earnings per share in future years.

The fair value of each option grant is estimated on the date of grant using the Black-Scholes option-pricing model with the following weighted

average assumptions:

- 2001
Expected dividend yield 0%
Expected stock volatility 30%
Risk-free interest rate 4.52%
Expected holding period (years) 49

10/1/00- 11780~
1231100 9/30100 1999
0% 2.40% 2.40%
35% 30% 30%
5.47% 5.49% 6.41%
5.0 5.0 5.0

Options outstanding at December 31, 2001 were originally granted during the years 1892 through 2001 and are exercisable over periods
ending notlater than 2011. At December 31, 2001, 2000 and 1899 options for 2,036,585 shares, 3,215,849 shares, and 7,899,386 shares of
Common Stock, respectively, were exercisable and 4,813,459 shares, 6,778,907 shares and 9,087,997 of Common Stock, respectively,

were available for future grants under the plans.
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Changes in stock options for the three years ended December 31, 2001, are summarized as follows:

Oplions outstanding at December 31, 1999
Granted
Exercised
Surrendered or expired

Options outstanding at September 30, 2000

Options converted at October 1, 2000
Granted
Exercised
Surrendered or expired

Options outstanding at December 31, 2000
Granted
Exercised
Surrendered or expired

Options outstanding at December 31, 2001

Weighted Averags

_ Shares Exercise Price ?)
16,923,161 26.32
1,290,770 29.33
(1,258,365) 21.34
1,628,583 29,82
15326,982. . . 26.62
8,425,788 13.31
3,223.583 2372
(587.848) 10.71
140,385 14.68
10,921,048 16.50
2,560,348 32,76
(1,397,775) 10.96
{1,401,923) 18.88
10681698 20.81

The weighted average fair value of options granted during 2001, 2000 and 1893 was $11.30, $9.40 and $8.78, respectively.

The following table summarizes information about stock opticns outstanding at December 31, 2001:

Stock Options Qutstanding

Stock Options Exercisable

Weightad Average
Rangs of Remaining Weighted Average Weighted Average
Exercise Prices Shares Contractual Life Exercise Price Shares Exercise Price
$9.53-%17.71 5,535,157 5.9 Years $13.93 2,007,725 $11.81
$23.72-$36.16 5,146,541 9.5 Years $28.22 28,860 $23.72
Total 10,681,698 2,036,585

The plans also provide for the granting of stock appreciation
rights (“SARs”") and limited stock appreciation rights (“LSARs") in
tandem with stock options to certain key employees. Upon the
2000 Distribution, the Old D&B SARs and LSARs were adjusted
or converted into awards of the Company. The value of the
replacement awards preserved as closely as possible the value
of the awards that existed immediately prior to the 2000
Distribution. At December 31, 2001 there were 80,387 SARs and
3,306,495 LSARs attached to stock options, which are exercis-
able only if, and to the extent that, the related option is exercis-
able and, in the case of LSARs, oniy upon the occurrence of
specified contingent events.

Upon the 2000 Distribution, restricted stock of Old D&B that had
been granted to key associates of the Company was forfeited and
replaced with D&B Common Stock, preserving the economic
value that existed immediately prior to the 2000 Distribution.
During 2001 and 2000, respectively, 40,000 shares and 151,390
shares of restricted stock were granted. During 1989, no new
awards of restricted stock were granted. There were no forfeitures

during 2001, 2000 or 1999. The restrictions on the majority of such
shares lapse over a period of three years from the date of the
grant, and the cost is charged to compensation expense ratably.

Under the 1988 Key Employees’ Stock Incentive Plan of Old D&B,
key employees were granted shares of common stock based on
the achievement of two-year revenue growth gcals. or other key
operating objectives, where appropriate. At the end of the per-
formance period, December 31, 2000, Company performance at
target yielded the targeted amount of shares, whereas Company
performance above or below target resulted in larger or smafler
share awards, respectively. Awards that were outstanding at the
2000 Distribution were canceled and replaced with new awards,
preserving the economic vaiue that existed prior to the 2000
Distribution. However, nc new shares have been issued by the
Company. Recorded in selling and administrative expenses was
compensation expense of $14.9 miilion in 1999 for the 1998 Key
Employees’ Stock Incentive Plan. in 2000, targets were not met,
and as such no expense was recorded for the plan.
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Note 13 Lease Commitments

Certain of the Company’s operations are conducted from leased
facilities, which are under operating leases that expire over the
next 10 years, with the majority expiring within five years. The
Company also leases certain computer and cther equipment
under operating leases that expire over the next three years.
These leases are frequently renegotiated or otherwise changed
as advancements in computer technology produce opportunities
to lower costs and improve performance. Additionally, the
Company has agreements with various third parties to purchase
certain data processing and telecommunication services extend-
ing beyond one year. Rental expenses under operating leases
(cancelable and non-cancelable) were $41.7 million, $52.4 miltion
and $71.8 million for the years ended December 31, 2001, 2000
and 1999, respectively. Future minimum lease payments under
non-cancelable leases at December 31, 2001 are as follows:

2002 2003 2004 2005 2006 Thereafter Total
$285 §26.8 $179 $11.3 $84 $6.8 $99.7

Nete 14 Contingencies

The Company and its subsidiaries are involved in legal proceed-
ings, claims and litigation arising in the ordinary course of busi-
ness. Although the outcome of such matters cannot be predicted
with certainty, in the opinion of management, the ultimate liability
of the Company, in connection with such matters will not have a
material effect on the Company's resuits of aperations, cash flows

or financial position. In addition, the Company alsc has ¢ertain_

other contingencies discussed below.

Information Rescurces, inc.

On July 28, 1896, Information Resources, Inc. (“IRI"} filed a com-
plaint in the United States District Court for the Southern District of
New York, naming as defendants Oonnelley, A.C. Nielsen
Company (a subsidiary of ACNielsen Corporation) and IMS
International, Inc. (a subsidiary of the company then known as
Cognizant Corparation}. At the time of the filing of the complaint,

each of the other defendants was a wholly owned subsidiary -

of Donnelley.

The complaint alleges various violations of United States antitrust
laws, including alleged violations of Section 1 and 2 of the
Sherman Act. The complaint also alleges a cliaim of tortious
interference with a contract and a claim of tortious interference
with a prospective business relationship. These claims relate to
the acquisition by defendants of Survey Research Group Limited
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(“SRG"). IRl alleges SRG violated an alleged agreement with IR}
when it agreed to be acquired by the defendants and that the
defendants induced SRG to breach that agreement.

IRI’s complaint alleges damages in excess of $350 million, which
amount IR| asked to be trebled under antitrust laws. IRI also seeks
punitive damages in an unspecified amount. No amount in
respect of these alleged damages has been accrued in the con-
sofidated financial statements of the Company.

in November 1998, Donnelley completed a distribution to its
shareholders (the “1996 Distribution™) of the capital stock of
ACNielsen Corporation ("ACNielsen”) and Cognizant Corporation
(“Cognizant”). On October 28, 1998, in connection with the 1396
Distributicn, Cognizant, ACNielsen and Donnelley entered into an
Indemnity and Joint Defense Agreement (the “Indemnity and Joint
Defense Agreement”) pursuant to which they have agreed: (i) to
certain arrangements allocating potential liabilities (“IRI
Liabilities”) that may arise out of or in connection with the IRI
action and (i} to conduct a joint defense of such action. In particu-
lar, the Indemnity and Joint Defense Agreement provides that
ACNielsen will assume exclusive liability for IRI Liabilities up to a
maximum amount to be calculated at such time such liabilities, if
any, become payable (the "ACN Maximum Amount’), and that
Donnelley and Cognizant will share liability equally for any
amounts in excess of the ACN Maximum Amount. The ACN
Maximum Amourit will be determined by an investment banking
firm as the maxim, bm;amount which ACNielsen is able to pay after
giving effect to () any.plan submitted by such investment bank
which is designed to maximize the claims paying ability of
ACNielsen without impairing the investment banking firm's ability
to defiver a viability opinion (but which will not require any action
requiring stockholder approval}, and (ii) payment of related fees
and expenses. For these purposes, financial viability means the
ability of ACNielsen, after giving effect to such ptan, the payment
of related fees and expenses, and the payment of the ACN
Maximum Amount, to pay its debts as they become due and to
finance the current and anticipated operating and capital require-
ments of its business, as reconstituted by such plan, for two years
from the date any such plan is expected to be implemented. On
December 18, 2000, ACNielsen announced that it had entered
into a merger agreement under which VNV NV, will acquire all of
ACNielsen’'s cammon stock. Pursuant to the Indemnity and Joint
Defense Agreement, upon consummation of the transaction,
VNV is to be included for purposes of determining the ACN
Maximum Ameunt, and VNV must assume ACNieisen's liabilities
under that agreement.




in June 1998, Donnelley completed a distribution to its sharehold-
ers (the “1998 Distribution”) of the capital stock of Old D&B and
changed its name to R.H. Donnelley Corporation. In connection
with the 1998 Distributicn, Old D&B and Deonnelley entered into an
agreement (the “1988 Distribution Agreement”) whereby Old D&B
assumed all potential fiabilities of Donnelley arising from the IRI
action and agreed to indemnify Donnelley in connection with such
potential liabilities.

During 1998, Cognizant separated into two new companies, IMS
Health incorporated {“IMS”) and Nielsen Media Research, Inc.
("NMR"). IMS and NMR are each jointly and severally liable for all
Cognizant liabilities under the Indemnity and Joint Defense
Agreement.

Under the terms of the 2000 Distribution Agreement, as a condi-
tion to the 2000 Distribution, the Company undertook to be jointly
and severally liable with Moody’s for Cld D&B’s obligations to
Donnelley under the 1998 Distribution Agreement, including any
liabilities arising under the Indemnity and Joint Defense
Agreement. However, as between themselves, each of the
Company and Moody's will be responsible for 50% of any pay-
ments to be made with respect to the IR! action pursuant to the
1998 Distribution Agreement, including legal fees or expenses
related thereto.

Management is unable to predict at this time the final outcome of
the (Rl action or whether the resolution of this matter could materi-
ally affect the Company's results of operations, cash flows or
financial position.

Tex Matters

Old D&B and its predecessors have entered into global tax plan-
ning initiatives in the normal course of business, principally
through tax free restructurings of both their foreign and domestic
operations. These initiatives are subject to normal review by tax
authorities. It is possible that additional liabilities may be proposed
by tax authorities as a result of these reviews and that some of the
reviews could be resolved unfavorably. At this time, management
is unable to predict the extent of such reviews, the cutcome
thereof or whether the resolution of these matters could materi-
ally affect the Company's results of operations, cash flows or
financial position.

Pursuant to the 2060 Distribution Agreement, the Company and
Moody’s agreed to each be financially responsible for 50% of any
potential liabilities that may arise with respect to the reviews
described above, to the extent such potential liabilities are not
directly attributable to their respective business operations.

The IRS has completed its review of the utilization of certain capi-
tal losses generated during 1989 and 1830. On June 26, 2000, the
IRS, as part of its audit process, issued a formal assessment with
respect to the utilization of these capital losses.

Pursuant to a series of agreements, IMS Health and NMR are
jointly and severally liable to pay one-half, and Donnelley the cther
half, of any payments for taxes and accrued interest arising from
this matter and certain other potential tax liabilities after Donnelley
pays the first $137 miltion.

in connection with the 1998 Distribution, Old D&B and Donnelley
entered into an agreement whereby Old D&B has assumed all
potential liabilities of Donnelley arising from these tax matters and
has agreed to indemnify Donnelley in connection with such poten-
tial liabilities.

On May 12, 2000, an amended tax return was filed for the 1989
and 1990 tax periods, which reflected $561.6 million of tax and
interest due. Old D&B paid the IRS approximately $349.3 million
of this amount on May 12, 2000, which Old D&B funded with
short-term beorrowings. IMS Health has informed Old D&B that it
paid to the IRS approximately $212.3 million on May 17, 2000.
The payments were made to the IRS to stop further interest from
accruing. Notwithstanding the filing and payment, the Company is
contesting the IRS's formal assessment and would also contest
the assessment of amounts, if any, in excess of the amounts paid.
Old D&B and the Company had accrued their.anticipated share of
the probable liability arising from the utilization of these capital
losses and Old D&B responded by filing a petition for a refund in
the U.S. District Court on September 21, 2000,

Note 15 Subsequent Event

In January 2002, the Company repurchased 2.5 million shares,
for $85.1 million, in a privately negotiated block trade. The pur-
chase was funded with cash on hand and short-term commercial
paper borrowings of $36.0 million.

Note 16 Segment information

The operating segments reported below are the segments of the
Company for which separate financial information is available
and upon which operating results are evaluated on a timely basis
to assess performance and to allocate resources. D&B, which
provides the information, tools and expertise to help customers
Decide with Confidence, is managed on a geographical
basis — with three operating segments, North America, Europe/
Africa/Middle East (“Europe”) and Asia Pacific/Latin America
("APLA". As part of the Blueprint for Growth, D&B launched a
new corporate brand, which included a new logo, tagline, visual
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identity and renamed product lines. The Company is focused on
its core businesses: Risk Management Solutions (formerly
known as credit), Sales & Marketing Solutions (formerly known
as marketing) and Supply Management Solutions (formerly
known as purchasing). RMS and all other divested businesses
have been reciassified as "RM8S and Other Divested
Businesses,” see Note 3 above, and certain prior-year amounts
have been adjusted to conform to 2001 presentation. Other
divested businesses include results of Australia/New Zealand

Operating Revenues:
North America
Europe
APLA

Consolidated Total

Operating Income {Loss):

North America

Europe

APLA

Total Divisions

Alt Other'
Consolidated Total

Non-Operating Income (Expense) — Net
Income before Provision for Income Taxes

Depreciation and Amortization:?2
North America
Europe
APLA
Total Divisions
All Other
Consolidated Total

Capital Expenditures:
North America
Europe
APLA

Total Divisions
All Other
Consolidated Total

Additions to Computer Software and Other Intangibles:
North America
Europe
APLA
Total Divisions
All Other
Consolidated Tota!

Assets:
North America
Europe
APLA
Total Divisions
All Other (primarily domestic pensions and taxes)
Consolidated Total
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operation and other countries in APLA that underwent business
model changes. The accounting policies of the segments are the
same as those described in Note 1 — Description of Business
and Summary of Significant Accounting Policies. Inter-segment
sales are immaterial and no single customer accounted for 10%
or mere of total revenues. For management reporting purposes,
restructuring charges, transition costs and other transactions
incurred in connection with the Blueprint for Growth strategy are
not allocated to any of the business segments,

Year Ended December 31,

2001 2000 1999
$ 9123 $ 988.3 $ 9200
342.1 382.1 4206
—_ 544 672 671
$1,308.8 $1417.6 $1,407.7
$ 2983 $ 2876 § 2554
252 (.9 (8.9)
S V3 — (45 P r <) |
323. 282.1 238.2
(95.5) . {109.3) (78.3)
227.8 172.8 160.9
300 21.1) (15.5)
$ 2678 § 1517 $ 1454
$ 569 $ 631 $ 658
29.8 o 394 52.8
— 4 53
90.0 e 106.6 123.9
45 46 40
§ 945 g $ 111.2 $ 1279
$ 107 $ 134 $ 155
43 76 15.7
6 22 23
156 232 335
6 9 .8
$ 162 § 241 $ 343
$ 300 S 332 $ 407
37 5.0 279
7 16 4
344 39.8 69.0
26 32 6.3
$ 370 $ 430 $ 753
$ 387.7 $ 4373 S 4324
447.2 447.5 536.6

— 265 _._ 520
861.4 936.8 1,019.3
5698 4868 5855
514312 314238 —$15748




Year Ended December 31,

20 2000 1999
Supplemental Geographic and Product Line Information:
Opaerating Revenues:
United States $ 884.0 $ 9387 $ 8915
Internaticnal 4248 4789 516.2
Consclidated Total $1,308.8 $1,417.6 $1,407.7
Long-Lived Assets: .
United States $ 5285 $ 478.1 § 4333
International 2559 3138 399.8
Consolidated Total $ 7844 $ 7919 $ 8331
Product Line Revenues:
North America:
Risk Management Solutions $ 588.1 $ 580.1 $ 581.0
Sales & Marketing Solutions 258.4 259.8 230.1
Supply Management Solutions 26.4 28.5 271
Total North America Core 8729 868.4 B38.2
RMS and Other Divested Businesses 384 99.9 818
Total North America 912.3 868.3 920.0
Europe:
Risk Management Solutions 254.5 266.4 297.4
Sales & Marketing Solutions 66.9 87.6 722
Supply Management Solutions 3.3 2.1 1.4
Total Europe Core 3247 338.9 371.0
RMS and Cther Divested Businesses 17.4 48.0 48.6
Total Europe 342.1 382.1 420.6
APLA: .
Risk Management Solutions 247 248 32.2
Sales & Marketing Sclutions 7.3 76 6.0
Supply Management Solutions — — —
Tolal APLA Core 320 324 38.2
RMS and Other Divested Businesses 224 348 28.9
Total APLA 54.4 ' 67.2 67.1
Consolidated Total:
Risk Management Solutions 867.3 - 8713 910.6
Sales & Marketing Solutions 332.6 335.0 308.3
Supply Management Solutions 29.7 30.6 285
Consolidated Total Core 1,229.6 1,236.9 1,247.4
RMS and Other Divested Businesses 79.2 180.7 160.3
Cansolidated Total $1,308.8 $1,417.6 $1.407.7
1 The following table itemizes “All Other™:
Year Ended December 31,
2001 2000 1999
Operating Income {Loss):
Corporate Costs § (31.6) $ (359 $ (37.1)
Transition Costs (Costs to implement the Blueprint for Growth) {28.4) (2.4) —
Restructuring Expense — Net (28.8) (41.5) (41.2)
Reorganization Costs 7.0 (29.5) —
Asset Write-offs for World Trade Center Attack (1.0) — —
Other Various Asset Impairments (6.2) — —
Murray Hill Facility Impairment (6.5) — —_
Totat “All Other" $ (9595 $ (109.3) $ (78.3)

2 includes depreciation and amortization of Property, Plant and Equipment, Computer Software, Goadwill and Other intangibles.
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Note 17 Supplemental Financial Data

Other Current Assets:
At December 31,
_2e0 B0
Deferred Taxes $ 366 $31.2
Prepaid Expenses ) 67.7 50.4
Assets Held for Sale? 11.5 —
Other 1.3 10.6
$117.1 $92.2

' See Note 3 to these consolidated financial statements.

Property, Plant and Equipment — Net, carried at cost:

At December 31,

2001 200
Land S 24.8 § 247
Buildings 148.3 187.7
Machinery and Equipment 301.2 339.9
4743 522.3
Less: Assets Held for Sale? 1.5 —
Less: Accurnulated Depreciation 310.5 3280
152.3 194.3
Leasehold Improvements, less:
Accumuiated Amortization of
$27.3 and $33.9 57 8.5
$158.0 $202.8
2 See Note 3 to these consolidated financial statements.
Other Income — Net:
2801 2030 1898
Other Expense $(3.9) ${4.1) 3(2.9)
Gains on Sale of Businesses? 56.3 — —
Write-down of
impaired Investments? (6.1) — —
Litigation Gain? — 10.1 119
$46.3 $ 6.0 $9.0

3 See Note 3 to these consclidated financial statements.

52

Computer Software and Goodwill and
Other Purchased Intangibles:

Gogdwill and

Computer Other Purchased

Software Intangibles
January 1, 2000 ) $149.8 $180.3
Additions at cost 41.7 —
Amortization (64.1) (6.8)
Other 39 {28.3)%
December 31, 2000 1313 145.2
Additions at cost 365 38
Amortization {57.4) (6.8)
Divestitures {1.5) {15.3)
Other (5.3) (8.1)*
December 31, 2001 $103.6 $148.8

4Impact of foreign currency fluctuations and impairment write-offs,

Allowance for Doubtful Accounts:

January 1, 1999 5139
Additions charged to costs and expenses 8.3
Write-offs {4.8)
December 31, 1999 . - 174
Additions charged to costs and expenses 8.3
Write-offs ’ _(6.2)
December 31, 2000 195
Additions charged to costs and expenses 13.3
Write-offs (11.8)
December 31, 2001 $21.0




Note 18 Quarterly Financial Data (Unaudited)

Threg Months Ended

March 31 June 30 September 30 December 31 Year
2001

Operating Revenues: D

North America $263.3 $217.9 $200.7 $230.4 $ 9123

Europe 80.3 87.7 74.5 99.6 3421

APLA 14.0 15.1 15.3 10.0 54 4
Consolidated Operating Revenues $357.6 $320.7 3290.5 3340.0 31,308